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“© You haven’t told me yet,” said Lady Nuttal, “ what it is your 
fiancé does for a living.” 

“*He’s a statistician,” replied Lamia, with an annoying sense 
of being on the defensive. 

Lady Nuttal was obviously taken aback. It had not occurred 
to her that statisticians entered into normal social relationships. 
The species, she would have surmised, was perpetuated in some 
collateral manner, like mules. 

“But Aunt Sara, it’s a very interesting profession,” said Lamia 

warmly. 
“I don’t doubt it,” said her aunt, who obviously doubted it 
very much. ‘ To express anything important in mere figures is so 
plainly impossible that there must be endless scope for well-paid 
advice on how to do it. But don’t you think that life with a 
statistician would be rather, shall we say, humdrum ?” 

Lamia was silent. She felt reluctant to discuss the surprising 
depth of emotional possibility which she had discovered below 
Edward’s numerical veneer. 

“It’s not the figures themselves,” she said finally, ‘it’s what 
you do with them that matters.” 


K. A. C. MANDERVILLE, The Undoing of Lamia Gurdleneck 


PREFACE TO VOLUME TWO 


We present herewith the second volume of this treatise on the advanced theory of 
statistics. It covers the theory of estimation and testing hypotheses, statistical relation- 
ship, distribution-free methods and sequential analysis. The third and concluding 
volume will comprise the design and analysis of sample surveys and experiments, 
including variance analysis, and the theory of multivariate analysis and time-series. 

This volume bears very little resemblance to the original Volume 2 of Kendall’s 
Advanced Theory. It has had to be planned and written practically ab initio, owing 
to the rapid development of the subject over the past fifteen years. A glance at the 
references will show how many of them have been published within that period. 

As with the first volume, we have tried to make this volume self-contained in three 
respects: it lists its own references, it repeats the relevant tables given in the Appendices 
to Volume 1, and it has its own index. The necessity for taking up a lot of space with 
an extensive bibliography is being removed by the separate publication of Kendall 
and Doig’s comprehensive Bibliography of Statistics and Probability. We have made 
a special effort to provide a good set of exercises: there are about 400 in this volume. 

For permission to quote some of the tables at the end of the book we are indebted 
to Professor Sir Ronald Fisher, Dr. Frank Yates, Messrs. Oliver and Boyd, and the 
editors of Biometrika. Mr. E. V. Burke of Charles Griffin and Company Limited has 
given his usual invaluable help in seeing the book through the press. We are also 
indebted to Mr. K. A. C. Manderville for permission to quote from an unpublished 
story the extract given on page v. 

As always, we shall be glad to be notified of any errors, misprints or obscurities. 


M. G. K. 
AS. 


LONDON, 
March, 1961 
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CHAPTER 17 
ESTIMATION 


The problem 

17.1 On several occasions in previous chapters we have encountered the problem 
of estimating from a sample the values of the parameters of the parent population. 
We have hitherto dealt on somewhat intuitive lines with such questions as arose—for 
example, in the theory of large samples we have taken the means and moments of the 
sample to be satisfactory estimates of the corresponding means and moments in the 

arent. 

i We now proceed to study this branch of the subject in more detail. In the present 
chapter, we shall examine the sort of criteria which we require a “‘ good” estimate 
to satisfy, and discuss the question whether there exist “ best ” estimates in an accept- 
able sense of the term. In the next few chapters, we shall consider methods of obtaining 
estimates with the required properties. 


17.2 It will be evident that if a sample is not random and nothing precise is known 
about the nature of the bias operating when it was chosen, very little can be inferred 
from it about the parent population. Certain conclusions of a trivial kind are some- 
times possible—for instance, if we take ten turnips from a pile of 100 and find that 
they weigh ten pounds altogether, the mean weight of turnips in the pile must be greater 
than one-tenth of a pound; but such information is rarely of value, and estimation 
based on biassed samples remains very much a matter of individual opinion and cannot 
be reduced to exact and objective terms. We shall therefore confine our attention to 
random samples only. Our general problem, in its simplest terms, is then to estimate 
the value of a parameter in the parent from the information given by the sample. In 
the first instance we consider the case when only one parameter is to be estimated. 
The case of several parameters will be discussed later. 


17.3 Let us in the first place consider what we mean by “ estimation.” We know, 
or assume as a working hypothesis, that the parent population is distributed in a form 
which is completely determinate but for the value of some parameter 6. We are given 
a sample of observations x,,...,%,. We require to determine, with the aid of observa- 
tions, a number which can be taken to be the value of 0, or a range of numbers which 
can be taken to include that value. 

Now the observations are random variables, and any function of the observations 
will also be a random variable. A function of the observations alone is called a statistic. 
If we use a statistic to estimate 6, it may on occasion differ considerably from the true 
value of 8. It appears, therefore, that we cannot expect to find any method of estima- 
tion which can be guaranteed to give us a close estimate of 8 on every occasion and 
for every sample. We must content ourselves with formulating a rule which will give 
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good results “‘ in the long run” or “ on the average,” or which has “a high prob- 
ability of success ”—phrases which express the fundamental fact that we have to regard 
our method of estimation as generating a distribution of estimates and to assess its 
merits according to the properties of this distribution. 


17.4 It will clarify our ideas if we draw a distinction between the method or rule 
of estimation, which we shall call an estimator, and the value to which it gives rise 
in particular cases, the estimate. The distinction is the same as that between a func- 
tion f(x), regarded as defined for a range of the variable x, and the particular value 
which the function assumes, say f(a), for a specified value of x equal to a. Our problem 
is not to find estimates, but to find estimators. We do not reject an estimator because 
it gives a bad result in a particular case (in the sense that the estimate differs materially 
from the true value). We should only reject it if it gave bad results in the long run, 
that is to say, if the distribution of possible values pf the estimator were seriously 
discrepant with the true value of 6. The merit of the estimator is judged by the distribu- 
tion of estimates to which it gives rise, i.e. by the properties of its sampling distribution. 


17.5 In the theory of large samples, we have often taken as an estimator of a para- 
meter 6 a statistic ¢ calculated from the sample in exactly the same way as @ is calcu- 
lated from the population : e.g. the sample mean is taken as an estimator of the parent 
mean. Let us examine how this procedure can be justified. Consider the case when 
the parent population is 


GF (x) = (2n)-texp {—4(x-0)} dx, —o<x< om. (17.1) 
Requiring an estimator for the parent mean 6, we take 
t= 2 x;/n. (17.2) 
=1 
The distribution of ¢ is (Example 11.12) 
dF (t) = {n/(2n) }bexp {—4n(¢—0)*} de, (17.3) 


that is to say, ¢ is distributed normally about @ with variance 1/n. We notice two 
things about this distribution: (a) it has a mean (and median and mode) at the truc 
value 6, and (b) as increases, the scatter of possible values of t about 6 becomes smaller, 
so that the probability that a given t differs by more than a fixed amount from 0 de- 
creases. We may say that the accuracy of the estimator increases as increases, i.e. 
with n. 


17.6 Generally, it will be clear that the phrase “‘ accuracy increasing with n” has 
a definite meaning whenever the sampling distribution of ¢ has a variance which de- 
creases with 1/n and a central value which is either identical with 6 or differs from it 
by a quantity which also decreases with 1/n. Many of the estimators with which we 
are commonly concerned are of this type, but there are exceptions. Consider, for 
example, the Cauchy population 


dF (x) = i fick Bayi = BERK (17.4) 


ESTIMATION 3 
If we estimate 6 by the mean-statistic ¢ we have, for the distribution of t, 


1 dt 
a) = Go 
(cf. Example 11.1). In this case the distribution of ¢ is the same as that of any single 
value of the sample, and does not increase in accuracy as m increases. 


(17.5) 


Consistency 

17.7 The possession of the property of increasing accuracy is evidently a very 
desirable one ; and indeed, if the variance of the sampling distribution of an estimator 
decreases with increasing n, it is necessary that its central value should tend to 6, for 
otherwise the estimator would have values differing systematically from the true value. 
We therefore formulate our first criterion for a suitable estimator as follows :— 

An estimator f,, computed from a sample of n values, will be said to be a consistent 
estimator of 6 if, for any positive e and 7, however small, there is some N such that 
the probability that 


|t-O| <e (17.6) 
is greater than 1—y for all n > N. In the notation of the theory of probability, 
P{|ti—-O|<e}>1-y, n>N. (17.7) 


The definition bears an obvious analogy to the definition of convergence in the 
mathematical sense. Given any fixed small quantity 2, we can find a large enough 
sample number such that, for all samples over that size, the probability that ¢ differs 
from the true value by more than e is as near zero as we please. , is said to converge 
in probability, or to converge stochastically, to 0. Thus t is a consistent estimator of 0 
if it converges to @ in probability. 


Example 17.1 

The sample mean is a consistent estimator of the parameter 6 in the population 
(17.1). This we have already established in general argument, but more formally the 
proof would proceed as follows :— 

Suppose we are given e. From (17.3) we see that (t—0)nt is distributed normally 
about zero with unit variance. Thus the probability that |(¢—0)nt| < ent is the value 
of the normal integral between limits +ent. Given any positive 7, we can always 
take n large enough for this quantity to be greater than 1—7 and it will continue to 
be so for any larger #. N may therefore be determined and the inequality (17.7) is 
satisfied, 


Example 17.2 
Suppose we have a statistic ¢, whose mean value differs from @ by terms of order 
n-!, whose variance v, is of order n-1 and which tends to normality as # increases. 
Clearly, as in Example 17.1, (t,—6)/vt will then tend to zero in probability and t, 
will be consistent. This covers a great many statistics encountered in practice. 
Even if the limiting distribution of ¢, is unspecified, the result will still hold, as 
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can be seen from a direct application of the Bienaymé-Tchebycheff inequality (3.94). 
In fact, if 
E(t,) = 0+ky 


and var ty, = Un; 
where link, = lime, = 0, 
Po Po 
we have at once P{|t,—(+k,)| < e} 21 =n —>1, 
&" no 


so that (17.7) will be satisfied. 


Unbiassed estimators 
17.8 The property of consistency is a limiting property, that is to say, it concerns 

the behaviour of an estimator as the sample number tends to infinity. It requires 
nothing of the estimator’s behaviour for finite m, and if there exists one consistent 
estimator ¢, we may construct infinitely many others: e.g. for fixed a and 6 

n-a 

n—b 
is also consistent. We have seen that in some circumstances a consistent estimator 
of the population mean is the sample mean 

& = XIx,/n. 

But so is # = Xx,/(n—-1). 
Why do we prefer one to the other? Intuitively it seems absurd to divide the sum 
of m quantities by anything other than their number . We shall see in a moment, 
however, that intuition is not a very reliable guide in such matters. There are reasons 
for preferring 


ty 


1 n 
— —zZzy 
=H 2-4) 
1 5 a 
to = -z 
Ria: (x;—4) 
as an estimator of the parent variance, notwithstanding the fact that the latter is the 
sample variance. 


17.9 Consider the sampling distribution of an estimator ¢. If the estimator is 
consistent, its distribution must, for large samples, have a central value in the neigh- 
bourhood of #. We may choose among the class of consistent estimators by requiring 
that 6 shall be equated to this central value not merely for large, but for all samples. 

If we require that for all 2 and 6 the mean value of t shall be 6, we define what is 
known as an unbiassed estimator by the relation 

E(t) = 6. 
This is an unfortunate word, like so many in statistics. There is nothing except con- 
venience to exalt the arithmetic mean above other measures of location as a criterion 
of bias. We might equally well have chosen the median of the distribution of t or 
its mode as determining the “ unbiassed” estimator. The mean value is used, as 
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always, for its mathematical convenience. This is perfectly legitimate, and it is only 
necessary to remark that the term “ unbiassed” should not be allowed to convey 
overtones of a non-technical nature. 


Example 17.3 
Since 


e{tzs} ss 1EE(s) 


, 
= My 

the mean-statistic is an unbiassed estimator of the parent mean whenever the latter 

exists. But the sample variance is not an unbiassed estimator of the parent variance. 


We have E {2 (x,;—#)*} = E a re i 


= {124 12260} 


= (n= 1) 3-(n— 1a? 
= (n-1) py. 


Thus ly (x—<)? has a mean value at Hz. On the other hand, an unbiassed estimator 
ees 1 _ #2) 

is given by acie #), 

and for this reason it is usually preferred to the sample variance. 


Our discussion shows that consistent estimators are not necessarily unbiassed. We 
have already (Example 14.5) encountered an unbiassed estimator which is not con- 
sistent. Thus neither property implies the other. But a consistent estimator with 
finite mean value must tend to be unbiassed in large samples. 

In certain circumstances, there may be no unbiassed estimator (cf. Exercise 17.26, 
due to M. H. Quenouille). Even if there is one, it may occur that it necessarily gives 
absurd results at times, or even always. For example, in estimating a parameter 0, 
0 <8 < 1, no statistic distributed in the range (0, 1) will be unbiassed, for if 6 = 0 its 
expectation must (except in trivial degenerate cases) exceed 6. We shall meet an 
important example of this in 27.32 below. Exercise 17.27, due to E. L. Lehmann, 
gives an example where an unbiassed estimator always gives absurd results. 


Corrections for bias 

17.10 If we have a consistent but biassed estimator t, and wish to remove its bias, 
this may be possible by direct evaluation of its expected value and the application of 
a simple adjustment, as in Example 17.3. But sometimes the expected value is a rather 
complicated function of the parameter, 6, being estimated, and it is not obvious what 
the correction should be. Quenouille (1956) has proposed an ingenious method of 
uvercoming this difficulty in a fairly general class of situations. 
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We denote our (biassed) estimator by ¢,, its suffix being the number of observa- 
tions from which ¢, is calculated. Now suppose that #, is a function of the sample 
k-statistics k, (Chapter 12) which are unbiassed estimators of the population cumulants 
x,, all of which are assumed to exist. If we may expand ¢, in a Taylor series about 6, 
we have 


— E65) +$4EE(k,— 0) (Ry sti a) + + 1 (178) 


the derivatives being taken at the true values k; = x, If we take expectations on both 
sides of (17.8), it follows from the fact (12.13) that the moments of the k-statistics are 
power series in (1/n) that we shall have 

E(t,)—6 = = a,/n. (17.9) 


Now let ?,_, denote the statistic calculated for all the m subsets of (n—1) observations 
and averaged, and consider the new statistic 

t = nt,—(n—-1) 4-1 (17.10) 
It follows at once from (17.9) that 


Bto-+— (55) +(e) 
= -9-0(-. (17.11) 


Thus #;, is also consistent but is only biassed to order 1/n*. Similarly, 

te = {n?h—(n—1)*_1}/{n*-(n-1)*} 
will be biassed only to order 1/n?, and so on. This method provides a very direct 
means of removing bias to any required degree. 


Example 17.4 
To find an unbiassed estimator of 6? in the binomial distribution 
Pe=n= (3)ea-0 a oe 


The intuitive estimator is 


since r/n is an unbiassed estimator of 6. Now f,_, can only take the values 
r—1\? r \? 
(=) = Ge) 
according to whether a “‘ success ” or a “‘ failure” is omitted from the sample. Thus 


tera Ae (t=2)40-9(<5)} 


_ rt(n—2)+r 
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Hence, from (17.10), t, = nt,—(n—1)é,-1 
rr? r(n—2)+r 


n  n(n-1) 
= 2(r-1) 
= a@aiy (17.12) 


which, it may be directly verified, is exactly unbiassed for 6°. 


17.11 In general there will exist more than one consistent estimator of a para- 
meter, even if we confine ourselves only to unbiassed estimators. Consider once again 
the estimation of the mean of a normal population with variance o*. The sample 
mean is consistent and unbiassed. We will now prove that the same is true of the 
median. 

Consideration of symmetry is enough to show that the median is an unbiassed 
estimator of the population mean, which is, of course, the same as the population 
median. For large n the distribution of the median tends to the normal form (cf. 
14,12) 

dF (x) x exp {—2nf,?(x—6)? } dx, (17.13) 
where f, is the population median ordinate, in our case equal to (2z0*)-+. The vari- 
ance of the sample median is therefore, from (17.13), equal to 20*/(2n) and tends to 
zero for large m. Hence the estimator is consistent. 


17.12 We must therefore seek further criteria to choose between estimators with 
the common property of consistency. Such a criterion arises naturally if we consider 
the sampling variances of the estimators. Generally speaking, the estimator with the 
smaller variance will be distributed more closely round the value 6 ; this will certainly 
be so for distributions of the normal type. An unbiassed consistent estimator with 
a smaller variance will therefore deviate less, on the average, from the true value than 
one with a larger variance. Hence we may reasonably regard it as better. 

In the case of the mean and median of normal samples we have, for any n, from 
(17.3), 

var(mean) = o*/n, (17.14) 
and for large n, from 17.11, 
var (median) = zo*/(2n), (17.15) 
where o* is the parent variance. Since 2/2 = 1-57 > 1, the mean is more efficient 
than the median for large n at least. For small n we have to work out the variance 
of the median. The following values may be obtained from those given in Table XXIII 
of Tables for Statisticians and Biometricians, Part II :— 


n: 2 3 * i 
var(median), 100135914 
var (mean) 


It appears that the mean always has smaller variance than the median in estimating 
the mean of a normal distribution. 
B 
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Example 17.5 
For the Cauchy distribution 
1 dx 
aPC) = 5 se oFy 
we have already seen (17.6) that the sample mean is not a consistent estimator of 6, 
the population median. However, for the sample median, t, we have, since the median 
ordinate is 1 /z, the large-sample variance 


-~oa<xE OW, 


nn 
vart = — 


4n 
from (17.13). It is seen that the median is consistent, and although direct comparison 
with the mean is not possible because the latter does not possess a sampling variance, 
the median is evidently a better estimator of @ than the mean. This provides an inter- 
esting contrast with the case of the normal distribution, particularly in view of the 
similarity of the distributions. 


Minimum variance estimators 

17.13 It seems natural, then, to use the sampling variance of an estimator as 
a criterion of its acceptability, and it has, in fact, been so used since the days of Laplace 
and Gauss. But only in relatively recent times has it been established that, under 
fairly general conditions, there exists a bound below which the variance of an estimator 
cannot fall. In order to establish this bound, we first derive some preliminary results, 
which will also be useful in other connexions later. 


17.14 If the frequency function of the continuous or discrete population is f(x | 6), 
we define the Likelihood Function) of a sample of n independent observations by 
L (1, %9) ~~ Xn) = f(%1| 9) fF (218)... f(%n| 8). (17.16) 
We shall often write this simply as L. Evidently, since L is the joint frequency func- 
tion of the observations, 


.-. | Ldx,... dx, = 1. (17.17) 
es 


Now suppose that the first two derivatives of L with respect to 6 exist for all 6. If we 
differentiate both sides of (17.17) with respect to 6, we may interchange the operations 
of differentiation and integration on its left-hand side, provided that the limits of 
integration (i.e. the range of variation of x) are independent of 6,‘t) and obtain 


aL 
[... Fpati-+- dee = 0, 


() R. A, Fisher calls L the likelihood when regarded as a function of 6 and the probability of 
the sample when it is regarded as a function of x for fixed 6. While appreciating this distinction, 
we use the term likelihood and the symbol L in both cases to preserve a single notation. 

(t) The operation of differentiating under the integral sign requires certain conditions as to 
uniform convergence, even when the limits are independent of 6. To avoid prolixity we shall 
always assume that the conditions hold unless the contrary is stated. The point gives rise to 
no statistical difficulty but is troublesome when one is aiming at complete mathematical rigour. 
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which we may rewrite 


2 (2964) = ee (ZG) ban. dz, = 0. (17.18) 


If we differentiate (17.18) again, we obtain 


J---J{(Cae) 0+ a(t as) Jot 


which becomes 
[es S{G55) + see Ldx,...dx, =0 


‘“ [(#-) |= aa (Fee *). (17.19) 


17.15 Now consider an unbiassed estimator, t, of some function of 0, say 1 (6). 
This formulation allows us to consider unbiassed and biassed estimators of @ itself, 
and also permits us to consider, for example, the estimation of the standard deviation 
when the parameter is equal to the variance. We thus have 


E(t) = [... [ebas, ...dx, = 1(0). (17.20) 
We now differentiate (17.20), the result being 
f fe BE Lae... dx, = 1! (0), 
which we may re-write, using (17.18), as 
, dlogL 
2'(6) = j vf t—2(6) OB Lede... dey. (17.21) 
By the Cauchy-Schwarz inequality, we have from (17.21) 
f@}< fo fe-r@ytae...dss.f ... f (ABZ) Las, dey 
which, on rearrangement, becomes 
i @log L\? 
vart = E {t—1+(6) }* > {t'(6) P/E 5) |: (17.22) 


This is the fundamental inequality for the variance of an estimator, often known as 
the Cramér—Rao inequality, after two of its several discoverers (C. R. Rao (1945) ; Cramér 
(1946)) ; it was apparently first given by Aitken and Silverstone (1942). Using (17.19), 
it may be written in what is often, in practice, the more convenient form 


vart > — {t'(6) }/E (Fare log “i. (17.23) 


We shall call (17.22) and (17.23) the minimum variance bound (abbreviated to MVB) 
for the estimation of t(6). An estimator which attains this bound for all @ will be 
called a MVB estimator. 

It should be emphasized that the condition under which the MVB was derived— 
the non-dependence of the range of f(x|6) upon 6—is unnecessarily restrictive. It is 
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only necessary that (17.18) hold for the MVB (17.22) to follow. If (17.19) also holds, 
we may also write the MVB in the form (17.23). See Exercise 17.22. 


17.16 In the case where ¢ is estimating 6 itself, we have t’(@) = 1 in (17.22) and 
for an unbiassed estimator of 6 


Glog L\? @log L 
vart > 1a (298) ] _ -1/E( 0g ). (17.24) 
In this case the quantity J defined as 
= Glog L\? 
pale pl as 


is sometimes called the amount of information in the sample, although this is not a 
universal usage. 


17.17 It is very easy to establish the condition under which the MVB is attained. 
The inequality in (17.22) arose purely from the use of the Cauchy-Schwarz inequality, 
and the necessary and sufficient condition that the Cauchy-Schwarz inequality becomes 


an equality is (cf. 2.7) that {t—1 (6) } is proportional to oeee for all sets of observa- 
tions. We may write this condition 
Slog = A.{t-1(6)}, (17.26) 


where A is independent of the observations but may be a function of 6. Thus (17.26) 
becomes 


Slog = A(0) {t-1(6) }. (17.27) 
Further, from (17.27) and (17.18), 
var (es) = el (*8*)'] = {A(6 }tvart, (17.28) 
and since in this case (17.22) is an equality, (17.28) substituted into it gives 
vart = r'(6)/A (6). (17.29) 


We thus conclude that if (17.27) is satisfied, t is a MVB estimator of (6), with variance 
(17.29), which is then equal to the right-hand side of (17.23). If +(6) = 96, vart is 
just 1/A (6), which is then equal to the right-hand side of (17.24). 


Example 17.6 
To estimate 6 in the normal population 
1 1 /x—6\? 
dF (x) = want? {-3 (=) has, -O<x< a, 
where a is known. 
@logL_ 2,. 
We have = = za?—9)- 
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This is of the form (17.27) with 
t=%, A(@)=n/o? and 1(0)=8. 
Thus # is the MVB estimator of 6, with variance o?/n. 


Example 17.7 
To estimate 6 in 
1 dx 
dF (x) = x (1¥(e—6}} 5 -O<x< Ow. 
We have 


0 {1+ (x—6F Fy 
This cannot be put in the form (17.27). Thus there is no MVB estimator in this case. 
Example 17.8 
To estimate 6 in the Poisson distribution 
S(%|0) = e° @/x!, x = 0,1,2,..., 0. 

We have 

dlogL 

00 

Thus is the MVB estimator of 6, with variance 6/n. 


= 5-9). 


Example 17.9 
To estimate 6 in the binomial distribution, for which 


L(r|6) = (2)ea-a~, p= 0120.58 


We find 
G@logL_ ot (- 6 
a = (I—-8)\n J 
Hence r/n is the MVB estimator of 6, with variance 6(1—6)/n. 
17.18 It follows from our discussion that, where a MVB estimator exists, it will 


exist for one specific function t(@) of the parameter 8, and for no other function of 6. 
The following example makes the point clear. 


Example 17.10 
To estimate 6 in the normal distribution 
1 xt 
dF (8) = sosyes (~ Fra) ds -M<xEC Ow, 
We find 
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We see at once that teat is a MVB estimator of 6? (the variance of the population) with 


sampling variance 250) = 2 by (17.29). But there is no MVB estimator of 
6 itself. 


Equation (17.27) determines a condition on the frequency function under which 
a MVB estimator of some function of @, (6), exists. If the frequency is not of this 
form, there may still be an estimator of r(@) which has, uniformly in 6, smaller 
variance than any other estimator ; we then call it a minimum variance (MV) esti- 
mator. In other words, the least attainable variance may be greater than the MVB. 
Further, if the regularity conditions leading to the MVB do not hold, the least attain- 
able variance may be less than the (in this case inapplicable) MVB. In any case, 
(17.27) demonstrates that there can only be one function of 6 for which the MVB is 
attainable, namely, that function (if any) which is the expectation of a statistic ¢ in 
terms of which dlogL/0@ may be linearly expressed. 


17.19 From (17.27) we have on integration the necessary form for the Likelihood 
Function (continuing to write A(6) for the integral of the arbitrary function A (6) in 
(17.27)) 

logL = tA(6)+P(6)+ R(x, Xs... Xn), 
which we may re-write in the frequency-function form 
SF (*|9) = exp {A (6) B(x) +C(x)+D(6) }, (17.30) 


where t = b» B(x), R(ty..- 5%.) = = C(x,) and P(6) = nD(6). (17.30) is often 
oe t=1 


called the exponential family of distributions. We shall return to it in 17.36. 


17.20 We can find better (i.e. greater) lower bounds than the MVB (17.22) for the 
variance of an estimator in cases where the MVB is not attained. The essential condi- 
tion for (17.22) to be an attainable bound is that there be an estimator ¢ for which 

@logL  10L 


t—1(6) is a linear function of 6 Le But even if no such estimator exists, 
5 . ea a < 1 aL 1e@L 
there may still be one for which t—1(6) is a linear function of Zw and Ler 


in general, of the higher derivatives of the Likelihood Function. It is this fact which 
leads to the following considerations, due to Bhattacharyya (1946). 
Estimating t(6) by a statistic t as before, we write 
rL 
) = 2 
z or 


and oo = 776) 
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We now construct the function 
a 
D, = t-1(6)— 2 a,L/L, (17.31) 
ral 


where the a, are constants to be determined. Since, on differentiating (17.17) r times, 
we obtain 


E(L/L) = 0 (17.32) 
under the same conditions as before, we have from (17.31) and (17.32) 
E(D,) = 0. (17.33) 
The variance of D, is therefore 
E(D}) = f 4 f {(t-1(0)) Ea, L/L }*Lde, .. . dy. (17.34) 
We minimize (17.34) for variation of the a, by putting 
w) 
j | {(t-1(@))-Ea, LO/L yo Lae, 11d, =0 (17.35) 
r 
for p = 1,2,...,s. This gives 
Le as 
J---Je-r@y ums. de = 1 = Ea, |. AZ 1. dt (17.36) 
The left-hand side of (17.36) is, from (17.32), - to 
f- f tL de... = 7) 


on comparison with (17.20). The right-hand side of (17.36) is simply 
SaE LO Ley 
aa} 
On insertion of these values in (17.36) it becomes 
* LO Le 
1?) = 5 08(T-Z), p=1,2,...,5. (17.37) 
We may invert this set of linear equations, provided that the matrix of coefficients 


fr) Ly 
Jn = «(T 7) is non-singular, to obtain 


LL 
= du Ja, 1=1,2,...55 (17.38) 
Thus, at the minimum of (17.34), (17.31) takes the value 
D, = t-1(0)- 5 Phe Tq} LOL, (17.39) 


and (17.34) itself has the value, from (17.39), 
E(D}) = ie . | (¢-*@)-3 “EB Jo} L/L} Lads, ... dry 
which, on using (17.35), becomes 
-{.- { @- 1(0) PLdey...dsy—ZEU Jz} (0 fe tLdx,.. 
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and finally we have 


E(D2) = vart—ZE x Jota, (17.40) 
Pp 
Since its left-hand side is non-negative, (17.40) gives the required inequality 
vart > EE wae, (17.41) 
r=1 p=1 


In the particular case s = 1, (17.41) reduces to the MVB (17.22). 


17.21 The condition for the bound in (17.41) to be attained is simply that 
E(D3) = 0, which with (17.33) leads to D, = 0 or, from (17.39), 


t-1(6) = 3 & Je L/L, (17.42) 


which is the generalization of (17.27). (17.42) requires t—1(6) to be a linear function 
of the quantities L/L. If it is a linear function of the first s such quantities, there 
is clearly nothing to be gained by adding further terms. On the other hand, the 
right-hand side of (17.41) is a non-decreasing function of s, as is easily seen by the con- 
sideration that the variance of D, cannot be increased by allowing the optimum choice 
of a further coefficient a, in (17.34). Thus we may expect, in some cases where the 
MVB (17.22) is not attained for the estimation of a particular function 1(6), to find 
the greater bound in (17.41) attained for some value of s > 1. 


17.22 We now investigate the improvement in the bound arising from taking 
s = 2 instead of s = 1 in (17.41). Remembering that we have defined 


L® Le 
Jr = ET +) (17.43) 


we find that we may rewrite (17.41) in this case as 


vari zt” 


t Ju Jus 
tT” Siz Joe 


> 0, (17.44) 


which becomes, on expansion, 


i (’}? 4 Jur ‘Jul 
banal rae Ae ani 
The second item on the right of (17.45) is the improvement in the bound to the vari- 
ance of t. It may easily be confirmed that, writing J,,(n) as a function of sample size, 
Ju(a) = aJi(1), 
Jis(n) = nJia(1), 
J1a(a) = 2Jas(1) +20 (2-1) Jr (1) }, 
and using (17.46), (17.45) becomes 
CY =i) Iu) Lan 
vere ait amt at (a) a 


which makes it clear dans = improvement in the bound is of order 1/n? compared 


(17.46) 
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with the leading term of order 1/n, and is only of importance when t’ = 0 and the 
first term disappears. In the case where ¢ is estimating 6 itself, (17.47) becomes 
1 Ju) } 0(5 ). 
vart > ——_ “ay yg tO 
Jali) 2a (Jas(1) 6 7 
which we may rewrite, using (17.46) to return to our original notation, 
1 Jie (j 1 :) 
art > —— +58 + 17.48) 
rg ah aes 
Example 17.11 
To estimate 6(1—6) in the binomial distribution of Example 17.9, it is natural to 
take as our estimator an unbiassed function of r/n = p, which is the MVB estimator 
of 8. We have seen in Example 17.4 that r(r—1)/{n(n—1) } is an unbiassed estimator 
of 6. Hence 
a 7_r(r-1) _ = 
te al) =(45 :)ea p) 
is an unbiassed estimator of 6(1—6), and its large-sample variance is given, to the first 
order of approximation (cf. (10.14)), by 


n \Pfd 2 
wee (Ei) telco] ae 
~ 6(1—6)(1—26)*/n. 
Since t’ = (1—26), and J,, = n/{6(1—6) }, this is the first term of (17.41) and (17.45), 
so that ¢ is asymptotically a MVB estimator if this leading term is non-zero, But 
when 6 = 3, it is zero, so we must consider the second term in the series to obtain a 
non-zero bound to the variance. It is easily verified that 
_ _2n(1-26) 

Ju=- 6*(1—6)? 

and that the second term in (17.47) is 


Z {(1—26)?—6(1—6) }*. 


When 6 = }, this is equal to 1/(8n*). By writing 
t= (45) 0-@-) 


the exact variance of t when 6 = } is obtainable from the moments of the binomial 
distribution as 
vart = 1/{8n(n—1) }, 


agreeing with the second term in (17.45) to order 1/n’. 


17.23. Example 17.11 brings out one point of some importance. If we have a 
MVB estimator ¢ for 7 (6), i.e. 


vart = {t'(6) Ji» (17.49) 
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and we require to estimate some other function of 6, say y {t (6) }, we know from our 
earlier work that in large samples 


var (v(t) ~ (2) vare 


~ (3) GY 


from (17.49), provided that y’ is non-zero. But this may be rewritten 


var fw} ~ (8) [Jun 


so that any function of 6 has a MVB estimator in large samples if some function of 0 
has such an estimator for all z. Further, the estimator is always the corresponding 
function of t. We shall, in 17.35, be able to supplement this result by a more exact 
one concerning functions of the MVB estimator. 


17.24 There is no difficulty in extending the results of this chapter on MVB 
estimation to the case when the distribution has more than one parameter, and we are 
interested in estimating a single function of them all, say 7(,, 43,..., 9). In this 
case, the analogue of the simplest result, (17.22), is 


&eek 
mares SSS (17.50) 


where the matrix which has to be inverted to obtain the terms in (17.50) is 


tad ~ {8(t man) } 


As before, (17.50) only takes account of terms of order 1/n, and a more complicated 
inequality is required if we are to take account of lower-order terms. 


17.25 Even better lower bounds for the sampling variance of estimators than those 
we have discussed can be obtained, and remarkably enough this can be done without 
imposing regularity conditions. The following treatment of the case of unbiassed estim- 
ators is based on that of Kiefer (1952). 

Writing L (x|6) for the Likelihood Function as at (17.16), let h be a random variable 
independent of x so defined that (0+) ranges over all admissible values of 0, and let 
4, (A), 4g(h) be two completely arbitrary distribution functions. Then if an estimator t 
is unbiassed for 8, we have 


J {t—( +h) }L(x|0+h)dx = 0, 


where we have written a single integral and ‘‘ dx” to denote the n-fold integration re- 
quired. We now integrate again, with respect to 4(h), to obtain, for i = 1, 2, 


j [J {t-(0+h) )L¢|0+%¢e] dA; (h) = 0. 
Thus we may write 


£,(i)— Ext) = f o-o] [relo+maa,00-1400)| és, 


- faa qeimry] Hetonetins 
{L(x]6) }# 
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Using Schwarz's inequality, we have at once 


2 
oes) de 


t.0)-F.0r< [e-orzcina|| eens 
{L(=|6) }# 
which yields 


{E, (&)—E, () }* 


ey a a ea 
f[{fzei+mea.- ay} [seein] ae 


This is true for every 4, and A,. Thus 
{E,(A)-E,(%) ¥ 


*ACT{ (relermaa.— 9} /ucsioy) as 


the supremum being taken for all 4, + 4, for which the integrand with respect to x is 
defined. Barankin (1949) has shown that inequalities of this type give the best possible 
bounds for var t. 

Now suppose that 2,(h) degenerates to a point at h = 0. (17.51) becomes 


vart > sup - {Ex ¥ . (17.52) 


SC Cone es 


If we further allow 4, to degenerate to a point at h # 0, (17.52) becomes 
1 


"bf fT onwsn) ftom a} 


the infimum being for all ‘i # 0 for which L(x|@) = 0 implies L(x|@+h) = 0. (17.53), 
which was established by Chapman and Robbins (1951), is in general at least as good a 
bound as (17.24), though more generally valid. For the denominator of the right-hand 
side of (17.24) is 


8 logL | fn [E@le+A-Le19)]* 
e[@2")] Janet oe 
and provided that we may interchange the integral and the limiting operation, this becomes 


2 {L(e|0+n) 
tn | ~ Lela 1} 


‘The denominator on the right of (17.53) is the infimum of this quantity over all permissible 
values of h, and is consequently no greater than the limit as h tends to zero. Thus (17.53) 
is at least as good a bound as (17.24). It follows a fortiori that (17.52) and (17.51) are even 
better bounds in general, but they are subject to the difficulty of locating the appropriate 
forms of A, and 4, in each particular case : (17.53) is applicable directly. We shall find 
that in cases where the range of a distribution is a function of a parameter, and (17.24) 
does not apply, it will be possible to establish the properties of “‘ best ” estimators more 
expeditiously by consideration of sufficient statistics, which we shall be discussing later 
in this chapter. 


vart > sup (17.51) 


(17.53) 


17.26 So far, we have been largely concerned with the uniform attainment of the 
MVB by a single estimator. In many cases, however, it will not be so attained, even 
when the conditions under which it is derived are satisfied. When this is so, there may 
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still be a MV estimator for all values of x. The question of the uniqueness of a MV 
estimator now arises. We can easily show that if a MV estimator exists, it is always 
unique, irrespective of whether any bound is attained. 
Let t, and t, be MV unbiassed estimators of (6), each with variance V. Consider 
the new estimator 
ts = d(tit+ts) 
which evidently also estimates +(@) with variance 
var ts = } {vart, +vart,+2cov(ty, ts) }. (17.54) 
Now by Schwarz’s inequality 


cov (ty, ty) = J+ foods... dey 


< {f+ fa-ntbedey. des [ f(a etLedey...dsy} 
< (vart, vart,)t 
<V. (17.55) 
Thus (17.54) and (17.55) give 
vart, < V, 
which contradicts the assumption that ¢, and t, have MV unless the equality holds. 
This implies that the equality sign holds in (17.55). This can only be so if 
(t1.-t) = k(6)(t.—-7), (17.56) 
ice. the variables are proportional. But if this is so, we have from (17.56) 
cov (ty, ts) = k(6)vart, = k(6)V 
and this equals V since the equality sign holds in (17.55). Thus 
k(6) =1 
and hence, from (17.56), 
th=t, 
identically. Thus a MV estimator is unique. 


17.27. The argument of the preceding section can be generalized to give an inter- 
esting inequality for the correlation p between any two estimators, which, it will be 
remembered from 16.23, is defined as the ratio of their covariance to the square root 
of the product of their variances. By the argument leading to (17.55), we see that 
p? < 1 always. 

Suppose that t is the MV unbiassed estimator of +(6), with variance V, and that 
t, and ¢, are any two other unbiassed estimators of +(6). Consider a new estimator 

t, = at,+(1—a)ts. 
This will also estimate x(6), with variance 
vart, = a*vart,+(1—a)* vart,+2a(1—a)cov(t,, ts). (17.57) 
If we now write 
vart; = k,V, varts=k,V, kk, > 1, 
we obtain, from (17.57), 
var t,/V = a*k,+(1—a)?k,+2a(1—a)cov(t,ts)/V, (17.58) 
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and writing 
p= SMltts) covets, 
(vart,vart,)t (hk, R,)tV 
we obtain from (17.58) 
vart,/V = a*k,+(1—a)*k,+2a(1—a) p(k, ,)t, 
and since vart, > V, this becomes 
ath, +(1—a)*k,+2a(1—a) p(k, ky) > 1. (17.59) 
(17.59) may be rearranged as a quadratic inequality in a, 
a? {ky +hy—2p(k, hy)! }+2a {p(B Ra)*—Ry }+ (Ra 1) > 0, 
and the discriminant of the left-hand side cannot be positive, since the roots of the 
equation are complex or equal. Thus 
fp (Riks)!—ka }* < {hit ha—2p (hi hs)! } (Ra 1) 


fe (Aiks)t—1}* < (&,—1)(Aa—1). 


me ee rae 


or, finally, writing E, = 1/k,, E, = 1/ky, 

(E, E,)t— {(1—E,)(1—E;) }' < p < (E,E,)'+ {(1-£,)(1—E,) }*. (17.60) 
If either E, or E, = 1, i.e. either t, or t, is the MV estimator of 1 (6), (17.60) collapses 
into the equality 


which yields 


Hence 


p= EF, (17.61) 
where E is the reciprocal of the relative variance of the other estimator, generally called 
its efficiency in large samples, for a reason to be discussed in the next section. 


Efficiency 

17.28 So far, our discussion of MV estimation has been exact, in the sense that 
it has not restricted sample size in any way. We now turn to consideration of large- 
sample properties. Even if there is no MV estimator for each value of n, there will 
often be one as # tends to infinity. Since most of the estimators we deal with are 
asymptotically normally distributed in virtue of the Central Limit theorem, the distribu- 
tion of such an estimator will depend for large samples on only two parameters—its 
mean value and its variance. If it is a consistent estimator (with a finite mean value) 
it will be asymptotically unbiassed. This leaves the variance as the means of dis- 
criminating between consistent, asymptotically normal estimators of the same para- 
metric function. 

Among such estimators, that with MV in large samples is called an efficient esti- 
Mmator, or simply efficient, the term being due to Fisher (1921a). It follows from the 
result of 17.26 that efficient estimators tend asymptotically to equivalence. 


17.29 Since we generally compare asymptotically normal estimators in large 
samples, we can reasonably set up a measure of efficiency, something we have not 
attempted to do for small » and arbitrarily-distributed estimators. We shall define 
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the efficiency of any other estimator, relative to the efficient estimator, as the reciprocal 
of the ratio of sample numbers required to give the estimators equal sampling variances, 
i.e. to make them equally accurate. 

If the efficient estimator is t,, and t, is another estimator, and (as is generally the 
case) the variances are, in large samples, simple inverse functions of sample size, we 
may translate our definition of efficiency into a simple form. Let us suppose that 

V, = var(t,|,) ~ @,/nj (r > at 

Vy = var(ty|m3) ~ ay/n,  (s > 0), ne 
where a,,a, are constants independent of n, and we have shown sample size as an 
argument in the variances. If we are to have V, = V,, we must have 


pelta tee Se 
a Va numypeo Fs My 
a3 _ i, — i (2) 1 

a = lim = tim =) a (17.63) 


If t, is efficient, we must have r > s. If r > s, the last factor on the right of (17.63) 
will tend to zero, and hence, if the product is to remain equal to a,/a,, we must have 


+m, r>s, (17.64) 


and we would thus say that t, has zero efficiency. If, in (17.63), r = s, we have at once 


lim "2 = (28) 
nm a)’ 
which from (17.62) may be written 
3 Ns = Vs lyr 
ime = tim (72) F 
and the efficiency of tf, is the reciprocal of this, namely 


Ristin (7): (17.65) 


Note that if r > s, (17.65) gives the same result as (17.64). If r = 1, which is the most 
common case, (17.65) reduces to the inverse variance-ratio encountered at the end of 
17.27. Thus, when we are comparing estimators with variances of order 1/n, we 
measure efficiency relative to the efficient estimator by the inverse of the variance-ratio. 

If the variance of the efficient estimator is not of the simple form (17.62), the 
measurement of relative efficiency is not so simple. Cf. Exercises 18.22, 18.32 and 
18.33 in the next chapter. 


Example 17.12 

We saw in Example 17.6 that the sample mean is a MVB estimator of the mean 4 
of a normal population, with variance o?/n. A fortiori, it is the efficient estimator. 
We saw in Example 11.12 that it is exactly normally distributed. In 17.11-12, we 
saw that the sample median is asymptotically normal with mean yu and variance z o?/(2n). 
Thus, from (17.65) with r = 1, the efficiency of the sample median is 2/2 = 0-637. 
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Example 17.13 

Other things being equal, the estimator with the greater efficiency is undoubtedly 
the one to use. But sometimes other things are not equal. It may, and does, happen 
that an efficient estimator t, is more troublesome to calculate than an alternative ?,. 
The extra labour involved in calculation may be greater than the saving in dealing 
with a smaller sample number, particularly if there are plenty of further observations 
to hand. 

Consider the estimation of the standard deviation of a normal population with 
variance o? and unknown mean. Two possible estimators are the standard deviation 
of the sample and the mean deviation of the sample multiplied by (2/2)! (cf. 5.26). 
The latter is easier to calculate, as a rule, and if we have plenty of observations (as, for 
example, if we are finding the standard deviation of a set of barometric records and 
the addition of further members to the sample is merely a matter of turning up more 
records) it may be worth while estimating from the mean deviation rather than from 
the standard deviation. Both estimators are asymptotically normally distributed. 

In large samples the variance of the mean deviation is (cf. (10.39)) <(! -2), 


The variance of the estimator of o from the mean deviation is then approximately 


x a 2 a 
On ( -2) = In (*-2)- 
Now the variance of the standard deviation (cf. 10.8(d)) is - and we shall see 


later that it is an efficient estimator. Thus the efficiency of the first estimator is 
o o® 
E= 5 /{ge-} = 1/(a—-2) = 0-876. 


The accuracy of the estimate from the mean deviation of a sample of 1000 is then 
about the same as that from the standard deviation of a sample of 876. If it is easier 
to calculate the m.d. of 1000 observations than the s.d. of 876 and there is no shortage 
of observations, it may be more convenient to use the former. 

It has to be remembered, nevertheless, that in adopting such a procedure we are 
deliberately wasting information. By taking greater pains we could improve the 
efficiency of our estimate from 0-876 to unity, or by about 14 per cent of the former 
value. 


Minimum mean-square-error estimation 

17.30 Our discussions of unbiassedness and the minimization of sampling vari- 
ance have been conducted more or less independently. Sometimes, however, it is 
relevant to investigate both questions simultaneously. It is reasonable to argue that 
the presence of bias should not necessarily outweigh small sampling variance in an 
estimator. What we are really demanding of an estimator ¢ is that it should be “‘ close ” 
to the true value 6. Let us, therefore, consider its mean-square-error about that true 
value, instead of its mean-square-error about its own expected value. We have at once 

E(t—6)? = E{(t—E(t))+(E(2)—-6) 
= vart+ {E(t)—6}?, 
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the cross-product term on the right being equal to zero. The last term on the right 
is simply the square of the bias of ¢ in estimating 9. If ¢ is unbiassed, this last term 
is zero, and mean-square-error becomes variance. In general, however, the minimiza- 
tion of mean-square-error gives different results. 


Example 17.14 

What multiple of the sample mean # estimates the population mean y with mini- 

mum mean-square-error? We have, from previous results, 

E(a%) = au, 

var (ax) = a*o*/n, 
where o* is the population variance and n is sample size, and thus we have 
E(az—p)* = atot/n+u*(a—1)% 
For variation in a, this is minimized when 
2a0*/n+2y3(a—1) = 0, 
ie. when : 
= _# 

0” pttot/n 
As n—> 0, a—> 1, and we choose the unbiassed estimator, but for any finite n, a <1. 

If there is some known functional relation between u and o°, we can take the matter 
further. For example, if ot = u*, we obtain simply a = n/(n+1). 

Evidently considerations of this kind will only be of use in determining estimators 
when something is known of the relation between the parameters of the distribution 
from which we are sampling. Minimum mean-square-error estimators are not much 
used, but it is as well to recognize that the objection to them is a practical, rather than 
a theoretical one. In a sense, MV unbiassed estimators are tractable because they 
assume away the difficulty by insisting on unbiassedness. 


Sufficient statistics 
17.31 The criteria of estimation which we have so far discussed, namely con- 
sistency, unbiassedness, minimum variance and efficiency, are reasonable guides in 
assessing the properties of an estimator. There is, however, a class of situations in 
which these criteria are superseded by another, the criterion of sufficiency, which is 
due to Fisher (1921a, 1925). 
Consider first the estimation of a single parameter 6. ‘There is an unlimited number 
of possible estimators of 0, from among which we must choose. With a sample of n > 2 
observations as before, consider the joint distribution of a set of r functionally inde- 
pendent estimators, 
Se (tr tastes «++ ytr—1| 9), r= 2,3,...,m, 
where we have selected the estimator ¢ for special consideration. Using the multi- 
plication theorem of probability (7.9), we may write this as the product of the marginal 
distribution of t and the conditional distribution of the other estimators given t, i.e. 
Fe (tytay eos tr1[9) = g(t|0) Api (ta, .. 5 tra] t, 8). (17.66) 
Now if the last factor on the right of (17.66) is independent of 6, we clearly have a 
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situation in which, given #, the set #,,..., ¢;-1 contribute nothing further to our know- 
ledge of 6. If, further, this is true for every r and any set of (r—1) estimators t,, we 
may fairly say that ¢ contains all the information in the sample about 6, and we there- 
fore call it a sufficient statistic for 6. We thus formally define ¢ as sufficient for 0 if 
and only if 

FeAlstay «+ +o e110) = g(|O)hy-a(tay + tral (17.67) 
where h,_1 is independent of 6, for r = 2,3,..., and any choice of t,,..., 4. 


\ 

17.32 As it stands, the definition of (17.67) does not enable us to see whether, in 
any given situation, a sufficient statistic exists. However, we may reduce it to a con- 
dition on the Likelihood Function. For if the latter may be written 

L(x) «++ Xn] O) = 2 (tO) R(x, ~~~) Xn) (17.68) 
where g(t|) is the marginal distribution of t as before anc k is independent of 9, it 
is easy to see that (17.67) is deducible from (17.68). For avy ':xed r, and any set of 
t,,..+,t-1 insert the differential elements dx, ...dx, on both sides of (17.68) and 
make the transformation 

t = t(x,...)%n) 

ty = ti(%1.--5%), t= 1,2,..., 7-1, 

ty = Xy ier,...,n—l. 

The Jacobian of the transformation will not involve 0, and (17.68) will be transformed to 


-1 
g(t |6)dt l(t, ty, os + treavtrs «+ stana) “Hat, (17.69) 


and if we now integrate out the redundant variables #,,...,t,-1, we obtain, for the 
joint distribution of #, t,,..., ¢,-1, precisely the form (17.67). 

It should be noted that in performing the integration with respect to t,,... 5 fa—1 
i.€. X;).. +) %p—1, We have assumed that no factor in @ was thereby introduced. This 
is clearly so when the range of the distribution of the underlying variable is independent 
of 6; we shall see later (17.40-1) that these integrations remain independent of 6 when 
one terminal of the range depends on @, and also when both terminals depend on 0, 
provided that a condition is satisfied. 

The converse result is also easily .z shlished. In (17.67) with r = n, put t; = x; 
(i= 1,2,...,-1). We then have 

Se (ty ry Xap + 6 M110) = g(t] O) Ana (Hay » » 6 %n—a | t)e (17.70) 
On inserting the differential elements dtdx,...dx,., on either side of (17.70), the 
transformation 
Mn = Xl vty ee ey Mn-t)s 
xy = Xi, t= 1,2,...,n—-1 
applied to (17.70) yields (17.68) at once. Thus (17.67) is necessary and sufficient 


*) This definition is usually given only for r = 2, but the definition for all r seems to us more 
natural. It adds no further restriction to the concept of sufficiency. 
‘) In this case it is not necessary that g(¢ | 6) be the distribution of t—it may be any function 
of t and @ alone. 
c 
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for (17.68). This proof deals only with the case when the variates are continuous. 
In the discrete case the argument simplifies, as the reader will find on retracing the 
steps of the proof. A very general proof of the equivalence of (17.67) and (17.68) is 
given by Halmos and Savage (1949). 

We have discussed only the casen > 2. Forn = 1 we take (17.68) as the definition 
of sufficiency. 


Sufficiency and minimum variance 
17.33 The necessary and sufficient condition for sufficiency at (17.68) has one 

immediate consequence of interest. On taking logarithms of both sides and differenti- 
ating, we have 

dlogL _ Alogg(t|6) 

3g ag (17.71) 
On comparing (17.71) with (17.27), the condition that a MVB estimator of 1 (6) exist, 
we see that such an estimator can only exist if there is a sufficient statistic. In fact, 
(17.27) is simply the special case of (17.71) when 


Hoge!) _ 4 (6) -7(6)}. (17.72) 


Thus sufficiency, which perhaps at first sight seems a more restrictive criterion than 
the attainment of the MVB, is in reality a less restrictive one. For whenever (17.27) 
holds, (17.71) holds also, while even if (17.27) does not hold we may still have a sufficient 
statistic. 


Example 17.15 


The argument of 17.33 implies that in all the cases (Examples 17.6, 17.8, 17.9, 
17.10) where we have found MVB estimators to exist, they are also sufficient statistics. 


Example 17,16 
Consider the estimation of 6 in 
dF(x) =dx/, O<x<. 
The Likelihood Function is 
L(x|@)=4 (17.73) 
and does not explicitly contain the observations. A sufficient statistic for @ can be 
found. For we have seen (cf. (14.1) with r = n) that the distribution of the largest 
observation, x), in a sample of n independent observations is 
dG, (xin) = 2 {F (xm) °F (Xm) Erm 

which in this case becomes 

dG, (Xm) = 2X57 Axo /O" = B (Xen) | 8) dxm). 
Thus we may write (17.73) as 


1 
L(|6) = 8% 19). aa 


satisfying (17.68), and x, is sufficient for 6. It is not an unbiassed estimator of 6. 
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This example makes it clear that where the range of f(x|6) depends on 6 we must 
be careful to verify that g(¢|@) is a frequency function. For we may in this case write 


L(xl6 a PF + +s He). 1. 
a a o* P(%y + «+> Xn) 
for any function p(x,,...,%,). But only g(x@)|6) gives us the sufficient statistic. 


17.34 The sufficient statistic, as defined by (17.68), is unique, except that if t is 
sufficient, any one-to-one function of ¢ will also be sufficient. For if we take t = t(u), 
we may write (17.68) as 

Re) 

L(x|6) = g(t{8).|2’()I. fq 

and this may be rewritten 
L(=|6) = gi (u] 6) A, (2), 

where g,(u|6) is the frequency function of u, and k, is independent of 6. Thus u is 
also sufficient for 6. Such ambiguities offer no difficulty in practice, for we simply 
choose a function of ¢ which is a consistent estimator, and usually also an unbiassed 
estimator, of 6. Functions of ¢ which are not one-to-one may also be sufficient in 
particular cases. Cf. Exercise 23.31. 

Apart from this, the sufficient statistic is unique. For if there were two distinct 
sufficient statistics, t, and t,, we should have, from (17.67) with r = 2, 


fa(tr tal 9) = 81 (t1|6) 4a (t2| ts) = 8a(t2]9) a (t1| 22), (17.74) 
so that we may write, from (17.74), the functional relationship 
t, = R(t,,6). (17.75) 


But t, and t, are functions of the observations only, and not of 8. Hence, from (17.75), 
t, is functionally related to t,. 


17.35 We have seen in 17.33 that a sufficient statistic provides the MVB estimator, 
where there is one. We now prove a more general result, due to C. R. Rao (1945) and 
Blackwell (1947), that irrespective of the attainability of any variance bound, the MV 
unbiassed estimator of + (6) is always a function of the sufficient statistic, if one exists. 

Let t be sufficient for 6 and t, another statistic with 


E(t,) = 1(6). (17.76) 
Because of (17.68), we may write (17.76) as 
1(6) = f ++ [HELO RG bos My) Ee, «os Ege (17.77) 


We transform the right-hand side of (17.77) to a new set of variables t, x, x5, ..-5%ns 
and integrate out the last (n—1) of these, obtaining 


1(6) = fo@ecina. (17.78) 
(17.78) shows that there is a function p(t) of the sufficient statistic which is unbiassed 
for t(0). Furthermore, from the derivation of (17.78) it is seen that p(t) = E(t,|?). 


Now 
vart, = E {t,—+(6) }* = E {[t,—p(¢)]+[6(@)—-7(6)] # 
= E {t,—p(t) P+E {p(t)-1 (0) }, 
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since E {t,;—p(t) } {p(t)—7(0) } = 0 on taking the conditional expectation given 1. 
Thus 


vart, = E {t,—,\(t) }*+var {p(t) } > varp(t), 
which establishes the result. 
We have already seen (17.26) that the MV estimator of (6) is unique. It follows 
that when there is a sufficient statistic t for 0, and an unbiassed estimator of z (0) exists, 
there is a unique function p(t) which is a MV unbiassed estimator of 7 (6). 


Distributions possessing sufficient statistics 

17.36 We now seek to define the class of distributions in which a sufficient statistic 
exists for a parameter. We first consider the case where the range of the variate does 
not depend on the parameter 6. From (17.71) we have, if ¢ is sufficient for 6 in a 
sample of independent observations, 

dlogh _ } Alogf(*)|9) _ xg - 

37 = 2 96 = K(t,*), (17.79) 
where K is some function of t and 6. Regarding this as an equation in #, we see that 
it remains true for any particular valuc of 0, say zero. It is then ev:dent that ¢ must 
be expressible in the form 


Fc {és (ny } (17.80) 
= 
where M and k are arbitrary functions. If w = Xk(x,), then K i: a function of 6 
and w only, say N(0,w). We have then, from (17.79), 
atlogL _ aN dw 
00 0x; Ow Ox; 


(17.81) 
Now the left-hand side of (17.81) is a function of 6 and x, only and = is a function 
4 


of x; only. Hence a is a function of 6 and x, only. But it must be symmetrical 


in the x’s and hence is a function of 6 only. Hence, integrating it with respect to «, 
we have 


N(6,w) = wp(6)+4(6), 
where p and q are arbitrary functions of 6. Thus (17.79) becomes 


lel = 5 Elogs(x)16) = POERH) +40), (17.82) 
whence 
Flog f(x |6) = p(6)k(2)+9(0)/m 
giving 
f(x] 6) = exp {4(0) B(x) + C(x) + D(6) }. (17.83) 


This result, which is due to Pitman (1936) and Koopman (1936), is precisely the form 
of the exponential family of distributions, obtained at (17.30) as a condition for the 
existence of a MVB estimator for some function of 6. 
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If (17.83) holds, it is easily verified that if the range of f(x|6) is independent of 6, 
the Likelihood Function yields a sufficient statistic for 8. Thus, under this condition, 
(17.83) is sufficient as well as necessary for the distribution to possess a sufficient 
statistic. 

Thus, e.g., all the parent distributions of Example 17.15 are of the form (17.83). 


17.37 We conclude, therefore, that there is a one-to-one correspondence between 
the existence of a sufficient statistic for and the existence of a MVB estimator of some 
function of t(@) when the regularity conditions for the latter are satisfied. If (17.83) 
holds, a sufficient statistic exists for 9, and there will be just one function, ¢, of that 
statistic (itself sufficient) which will satisfy (17.27) and so estimate some function z (6) 
with variance equal to the MVB. In large samples, moreover (cf. 17.23), any function 
of the sufficient statistic will estimate its expected value with MVB accuracy. Finally, 
for any (cf. 17.35), any function of the sufficient statistic will have the minimum 
attainable variance in estimating its expected value. 


Sufficient statistics for several parameters 

17.38 All the ideas of the previous sections generalize immediately to the case 
where the distribution is dependent upon several parameters 0,,...,6,. It also makes 
no difference to the essentials if we have a multivariate distribution, rather than a uni- 
variate one. Thus if we define each x, as a vector variate with p(> 1) components, 
t and t, as vectors of estimators, and @ as a vector of parameters with k components, 
17.31 and 17.32 remain substantially unchanged. If we can write 

L(x|®) = g(t] 0) A(x) (17.84) 

we call the components of t a set of (jointly) sufficient statistics for 89. The property 
(17.67) follows as before. 

If t has s components, we may have s greater than, equal to, or less than k&. If 
s = 1, we may call t a single sufficient statistic. In fact, if we put t = x, we see that 
the observations themselves always constitute a set of sufficient statistics for @. In 
order to reduce the problem of analysing the data as far as possible, we naturally desire 
sto be as small as possible. In Chapter 23 we shall define the concept of a minimal 
set of sufficient statistics for ®, which is a function of all other sets of sufficient statistics. 

It evidently does not follow from the joint sufficiency of t for @ that any particular 
component of t, say ¢"), is individually sufficient for 6,. This will only be so if g(t| ®) 
factorizes with g,(¢")|6,) as one factor. But the converse is true always: individual 
sufficiency of all the ¢ implies joint sufficiency. 


Example 17.17 
Consider the estimation of the parameters 4 and o? in 


dF (x) = a(onyP{-3(“o") fas -M <x w 
We have i er 
(*] 4, 0%) = a oamerr{-2 2(*5") } (17.85) 
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and we have seen (Example 11.7) that the joint distribution of < and s* in normal 
samples is 


& (%, 5*| 4, 07) ce Zexp {- 7 a3 (F—H)* }. ete 34), 
so that, remembering that &(x—y)* = n{s?+(%—y)* }, we have 
L(x| 4,0") = g (%,5*| 4, 07) k(x) 


and therefore # and s* are jointly sufficient for 4 and 0. We have already seen (Examples 
17.6, 17.15) that # is sufficient for » when o* is known and (Examples 17.10, 17.15) that 


ty (x—)? is sufficient for o* when » is known. It is easily seen directly from (17.85) 


that s* is not sufficient for o? alone. 


17.39 The principal results for sufficient statistics generalize to the k-parameter 
case in a natural way. The condition (generalizing (17.83) ) for a distribution to possess 
a set of k jointly sufficient statistics for its k parameters becomes, under similar condi- 
tions of continuity and the existence of derivatives, 


f(x) = exp {24, ©)B, ()+C()+D@}, (17.86) 


a result due to Koopman (1936) and Pitman (1936). The result of 17.35 on the unique 
MV properties of functions of a sufficient statistic finds its generalization in a theorem 
due to C. R. Rao (1947): for the simultaneous estimation of r(< k) functions 1, of the 
k parameters 6,, the unbiassed functions of a minimal set of & sufficient statistics, say t;, 
have the minimum attainable variances, and (if the range is independent of the 0,) 
the (not necessarily attainable) weet bounds to their variances are given by 


gk 
vart;> & z ae i 1Sicaak (17.87) 
£¢ 
where the information matrix 
1aL Ly 
Ii) = 17.88 
Cn) { (Ceie (17.8) 


is to be inverted. (17.87), in fact, is a further generalization of (17.22) and (17.50), 
and is derived by the analogue of the argument leading to (17.22), its simplest case. 
Like (17.22), (17.87) takes account only of terms of order 1/n in the variance. 


Sufficiency when the range depends on the parameter 

17.40 We now consider the situation in which the range of the variate does depend 
on 6. First, we take the case where only one terminal of the range depends on @. 
Without loss of generality, we may take this to be the lower terminal, and we may 
take its value to be equal to 0. 

Suppose that the range of the frequency function is from @ to 6, where 6 is fixed. 
If there is a sufficient statistic for 0, say t, the distribution for fixed ¢ of any other statistic 
is independent of 6. ‘Take xq), the smallest observation in the sample, as this other 
statistic. Then if ¢ is fixed, the distribution of xq) is independent of 0, which is clearly 
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impossible unless in fixing ¢ we also fix x); that is to say, xq) is a function of t. Thus 
if a sufficient statistic exists x) must be a function of it. 

Similarly if the range is from a to 6, the largest sample observation must be a func- 
tion of a sufficient statistic for 0. 

If t is sufficient for 0, the conditional distribution of x for fixed x(t) is independent 
of 6, that is to say, 


fel / |" scelde 


is independent of 6. This holds good for any x,,x; and hence f(x,|9)/f(x;|6) is 
independent of 0. Thus for n > 2 we must have 

F (#10) = e(2)/h(), (17.89) 
and this is the most genezal form admitting a sufficient statistic. Evidently the same 
result holds for estimation of the upper terminal of the range, where the largest obser- 
vation, Xi), is appropriate. Comparison of (17.89) with (17.83) shows that we have 
here the same form as (17.83) with the term containing both x and @ omitted. 


17.41 Suppose now that both extremities of the range, a and b, depend on 6. 
We omit the trivial case n = 1. By the same argument as in 17.40, we see that xq) 
and x) are a pair of jointly sufficient statistics for 6 if and only if (17.89) holds. We 
now have to consider whether a single sufficient statistic exists for 6. If it does, it will 
be a function of xq) and x). 

Without loss of generality, we may take @ to be 6 itself, so that the range is from 
6 to b(6)(> 6). Suppose first that 5(6) is a monotone decreasing function of 6, and 
let 6(X) = x) define the value X. Our statistic is 


t = min (xq), X). (17.90) 
(17.90) implies that of the inequalities 
t<xq, b(t) > xm, (17.91) 
one at least is a strict equality. If the first is, we have 
t2 6, (17.92) 
while if the second inequality in (17.91) is a strict equality, 
b(t) <b (6). (17.93) 
But (17.92) and (17.93) imply each other: hence both hold, and with (17.91) give 
OSE < aq < Hm < 1(0) < BO), (17.94) 


so that if t is fixed the distribution of the sample lies in a fixed range. If f(x|6) is of 
the form (17.89) (@ < x < b(6)), the distribution of the sample within the fixed range 
(t,b(t)) will be independent of 6. Hence ¢ is a sufficient statistic in this case. 

The preceding results are due to Pitman (1936). Davis (1951) has shown that 
if § lies in a non-degenerate interval and if b(6) is not a monotone decreasing function 
of §, no single sufficient statistic for 6 exists. The condition on 6 is important— 
cf. Example 17.23. 


Example 17.18 
For the rectangular distribution 
dF (x) = dx/(26), -O8<x<8, 
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we confirm that the upper terminal 6 of the range is a monotone decreasing function of 
the lower terminal (—@). Thus from (17.90), the sufficient statistic for (—6) is 


. . t = min (x1), —%m) 
ie. for 6 itself we take 

tf = —t = max(| xa], |%!) 
which is otherwise obvious intuitively. 


Example 17.19 

The distribution 

dF (x) = exp{—(x-a)}dx, a<x< a, 
is of the form (17.89), since it may be written 
f(%) = exp(—x)/exp(—2). 

Here the smallest observation, xj), is sufficient for the lower terminal «. 
Example 17.20 

The distribution 

dF(x) cexp(—x6)dx, O<x<8, 

evidently cannot be put in the form (17.89). Thus there is no single sufficient statistic 
for 6 when > 2. 


Example 17.21 
In the two-parameter distribution 
dF (x) = dx/((B—2), a<x<8, 
it is clear that, given B, xq) is sufficient for a ; and given a, x) is sufficient for B. xn 
and xq) are thus a set of jointly sufficient statistics for « and 8. This is confirmed by 
observing that the joint distribution of xq) and xj) is, by (14.2) with r = 1, s =n, 
8 (Kays Xm) = 2 (2-1) (Xm) — Hy)" *7/(B-@)", 
so that we may write 
L(x| a, B) = (B—a)™ = g(xay Xa) h(x). 


Example 17.22 
The rectangular distribution 
dF (x) = dx/6, k6<x<(k+1)0; k>O 

does not come within the scope of the discussion of 17.41, since although the distribu- 
tion is of form (17.89), (k+1)@ is not a monotone decreasing function of k0. Never- 
theless, as in Example 17.21, xq) and x) form a pair of jointly sufficient statistics for 
the single parameter 6. But no single sufficient statistic exists (see 17.41). It is easily 
confirmed that neither x) nor x(n) alone is sufficient for 6, for the conditional distribu- 
tion of either of these statistics, given the other, depends on 6. 


Example 17.23 
The rectangular distribution 
dF=dx, @0<x<6+1; 6=0,1,2,..., 
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in which @ is confined to integer values, does not satisfy the condition that the upper 
terminal be a monotone decreasing function of the lower. But, evidently, any single 
observation, x;, in a sample of # is a single sufficient statistic for 6. In fact, [x,] esti- 
mates @ with zero variance. 


17.42 We have now concluded our discussion of the basic ideas of the theory of 
estimation. In later chapters (23-4) we shall be developing the theory of sufficient 
statistics further. Meanwhile, we continue our study of estimation from another point 
of view, by studying the properties of the estimators given by the Method of Maximum 
Likelihood. 


EXERCISES 
17.1 Show that in samples from 


dF = rer eds, p>0; O<x<¢ om, 


the MVB estimator of 6 for fixed p is </p, with variance 6*/(np), while if 6 = 1 that of 


jboar (p) ist & log x; with variance a ee / n. 


17.2. Verify the relations (17.46) and use them to derive (17.47) from (17.45). 


r 
17.3 Evaluate J, = F{ (: 7) } for the binomial distribution in Example 17.11, 


and use it to evaluate (17.45) exactly. Compare the result with the exact variance of ¢ 
when @ = }, as given in the Example. 
17.4 Writing (17.27) as 
¥@ L’ 
J roy . L . 
and the characteristic function of t about its mean as ¢(z) (z = iu), show that fora MVB 


estimator 
a9 (z) _ 2 (6) [29(2) 
a ae { —+sr' ‘anh 


and that its cumulants are given by 
ar a 
Mead ™ 35° [Jos r= 2,3,... 


Hence show that the covariance between ¢ and an unbiassed estimator of its rth cumulant 
is equal to its (r+1)th cumulant. 


(t-1) = 


(Bhattacharyya, 1946) 


17.5 Establish the inequality (17.50) for an estimated function of several parameters, 
and show that the final result of Exercise 17.4 holds in this case also when the bound is 
attained. 

(Bhattacharyya, 1947) 
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17.6 Show that in estimating ¢ in the distribution 


1 1x* 
aF = Zaye (-25) -O<x< 0, 


a \i 
he G2.) r(x) /rpo+n} 
t= 32, car f0-n} / T (=) 


are both unbiassed. Show that (17.53) generally gives a greater bound than (17.24), 
which gives o*/(2n), but, by considering the case n = 2, that even this greater bound is 
not attained for small n by t;. 


and 


(Chapman and Robbins, 1951) 
17.7 In estimating y? in 
1 
aF = —— —3(x—4)"} dx, 
Vou? +(=-»)*} 


show that (#*—1/n—y*) is a linear function of io and ie and hence, from 
Lom L én" 


(17.42), that #*—1/n is an unbiassed estimator of 4? with minimum attainable variance. 


17.8 Show by direct consideration of the Likelihood Functions that, in the cases 
considered in Examples 17.8 and 17.9, sufficient statistics exist. 


17.9 For the three-parameter distribution 


are = steer {-(E)(EY TS pero aces, 


show from (17.86) that there are sufficient statistics for p and o individually when the 
other two parameters are known ; and hence that there are sufficient statistics for p and ¢ 
jointly if « is known ; and that if ¢ is known and p = 1, there is a sufficient statistic for a. 


17.10 Establish the bound (17.87) for the variance of one estimator in a set of 
estimators of several parametric functions. 


17.11 Show that if t, is an efficient estimator, and t, another consistent estimator, 
of 6, the covariance of f, and (t,;—#,) is asymptotically zero. Hence show that if the 
estimators are jointly normally distributed we may regard the variation of (t,—6) as 
composed of two independent parts, one being the variation of (t;—6) and the other a 
component due to inefficiency of estimation. 

(Fisher, 1925) 


17.12 Show that the distribution 
1 6,dx 
= 5 W+(x—-0p')’ o<x< w, 
does not possess a single sufficient statistic for either parameter if the other is known, 
or a pair of jointly sufficient statistics if both are unknown. 
(Koopman, 1936) 


17.13 Show that if a distribution has a single sufficient statistic for either of two 
parameters when the other is known, it possesses a pair of jointly sufficient statistics 
when both parameters are unknown. 

(Koopman, 1936) 
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17.14 For a sample of n observations from a distribution with frequency function 
(17.86), and the range of the variates independent of the parameters, show that the statistics 


n 
w= EB §=1,2,.005% 


are a set of & jointly sufficient statistics for the k parameters 6,,...,6,, and that their 
joint frequency function is 
(ti, te, ..-, te |) = exp {nD (6) }h(t1, ts, .--,teexp {% aioe} 
which is itself of the form (17.86). 
17.15 Use the result of Exercise 17.14 to derive the distribution of # in Example 17.6. 


17.16 Show that lea is the multiple of the sample variance with minimum 
mean-square-error in estimating the variance of a normal population. 


17.17 Use the method of 17.10 to correct the bias of the sample variance in estimating 
the population variance. (Cf. the result of Example 17.3.) 
(Quenouille, 1956) 


17.18 Show that if the method of 17.10 is used to correct for bias, the variance of 
t, is the same as that of t, to order 1/n. 


(Quenouille, 1956) 


17.19 Use the method of 17.10 to correct the bias in using the square of the sample 
mean to estimate the square of the population mean. 


17.20 For a (positive definite) matrix of variances and covariances, the product of 
any diagonal element with the corresponding diagonal element of the reciprocal matrix 
cannot be less than unity. Hence show that if, in (17.87), we have r = k and 1% = 6 
(all i), the resulting bound for an estimator of 6; is not less than the bound given by (17.24). 
Give a reason for this result. 

(C. R. Rao, 1952) 


17.21 If t,, t3,..., t, are independent unbiassed estimators of 9 with variances 
Gj, 03, ... , 02, show that the unbiassed linear combination of them with minimum vari- 


ance is 
/ 
t 


1 
_vart = V2 oe 


Al 


t=2 
i 


Als 


and that 


17.22. The MVB (17.22) holds good for a distribution f(x|6) whose range (a, 5) 
depends on 6, provided that (17.18) remains true. Show that this is so if 


f(a|6) = f(6|6) =0, 


[7 - ("3° =0 
20 za 26 z=b : 


(17.19) also remains true and we may write the MVB in the form (17.23). 


and that if in addition 
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17.23 Apply the result of Exercise 17.22 to show that the MVB holds for the estima- 
tion of @ in 
1 


FO) = 5G) 


and is equal to (p—2)/n, but is not attainable since there is no single sufficient statistic 
for 6. 


17.24 For the binomial distribution whose terms are arrayed by (w+ x)", show that 
any polynomial in @ and z can be expressed as the mean value of a corresponding ex- 
pression in terms of type 4’tr)/mr) where [7 is the factorial moment. Hence show how 
to derive an unbiassed estimator of a polynomial in @ and z and an approximation to any 
function of them with a Taylor expansion. 

Verify that an unbiassed estimator of nz is given by j(m—j)/(m—1) where j is the 
observed number of successes. 


17.25 If the pair of statistics (¢,, ¢;) is jointly sufficient for two parameters (0,, 63),and t, 
is sufficient for 6, when @, is known, show that the conditional distribution of t,, given ¢,, 
is independent of 6,. As an illustration, consider k independent binomial distributions 
with sample sizes m(i = 1, 2,...,%) and parameters 6; connected by the relation 


log ( *5) =at+Pu, 


and show that if : is the number of “ successes” in the ith sample, the conditional 
distribution of Day, given zy, is independent of «. 


(x—6)?—1 exp {-(x-6) dx, 8<x%< 0; p>2 


(D. R. Cox, 1958a) 


17.26 Show that there is no exactly unbiassed estimator of the reciprocal of the 
parameter of a Poisson distribution. 


17.27 If the zero frequency of a Poisson distribution cannot be observed, it is called 
a truncated Poisson distribution. Show that from a single observation x (x = 1, 2,...), 
on a truncated Poisson e—°6*/x!, the only unbiassed estimator of 1—e~® takes the values 
0 when x is odd, 2 when x is even. 


CHAPTER 18 
ESTIMATION : MAXIMUM LIKELIHOOD 


18.1 We have already (8.6-10) encountered the Maximum Likelihood (abbrevi- 
ated ML) principle in its general form. In this chapter we shall be concerned with 
its application to the problems of estimation, and its properties when used as a method 
of estimation. We shall confine our discussion for the most part to the case of samples 
of 2 independent observations from the same distribution. The joint probability of 
the observations, regarded as a function of a single unknown parameter 9, is called 
the Likelihood Function (abbreviated LF) of the sample, and is written 

L(x] 9) = f(1|6)f(%2| 9) - - - f(a! 9), (18.1) 
where we write {(x|6) indifferently for a univariate or multivariate, continuous or 
discrete distribution. 

The ML principle, whose extensive use in statistical theory dates from the work 
of Fisher (1921a), directs us to take as our estimator of 6 that value (say, 6) within the 
admissible range of 8 which makes the LF as large as possible. That is, we choose 6 
so that for any admissible value 6 

L(x|6) > L(x| 6). (18.2) 


18.2 The determination of the form of the ML estimator becomes relatively 
simple in one general situation. If the range of f(x|@) is independent of 6 (or if f(x| 6) 
is zero at its terminals for all 6), and @ may take any real value in an interval (which 
may be infinite in either or both directions), stationary values of the LF within the 
interval will, if they exist, be given by roots of 


L'(x|6) = eel <b, (18.3) 


A sufficient (though not a necessary) condition that any of these stationary values 
(say, 6) be a local maximum is that 
L" (x|6) < 0. (18.4) 
If we find all the local maxima of the LF in this way (and, if there are more than 
one, choose the largest of them) we shall have found the solution(s) of (18.2), provided 
that there is no terminal maximum of the LF at the extreme permissible values of 6, 
and that the LF is a twice-differentiable function of 6 throughout its range. 


18.3 In practice, it is often simpler to work with the logarithm of the LF than 
with the function itself. Under the conditions of the last section, they will have 


maxima together, since 


J togl =L/L 


and L > 0. We therefore seek solutions of 
(log L)’ = 0 (18.5) 
35 
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for which 

(log L)” < 0, (18.6) 
if these are simpler to solve than (18.3) and (18.4). (18.5) is often called the likeli- 
hood equation. 


Maximum Likelihood and sufficiency 

18.4 Ifa single sufficient statistic exists for 8, we see at once that the ML estimator 
of @ must be a function of it. For sufficiency of ¢ for 6 implies the factorization of 
the LF (17.84). That is, 

L(x|6) = g(t|6)h(x), (18.7) 
the second factor on the right of (18.7) being independent of 6. Thus choice of 6 
to maximize L(x|6) is equivalent to choosing 6 to maximize g(t|6), and hence 6 will 
be a function of ¢ alone. 

However, although 6 is a single-valued function of t, it need not be a one-to-one 
function—whether it is so depends on the form of the LF. If not, is not necessarily 
a sufficient statistic for 6, since different values of ¢ may be associated with the same 
value of 6, so that some information has been lost. For general purposes, therefore, 
t is to be preferred to 6 in such circumstances, but 6 can remain a reasonable estimator. 

In Example 18.5 below, we shall encounter a case where the ML estimator is a 
function of only one of a pair of jointly sufficient statistics for a single parameter 6, 
and consequently has a larger variance than another estimator. 


18.5 If the other regularity conditions necessary for the establishment of the 
MVB (17.22) are satisfied, it is easy to see that the likelihood equation (18.5) always 
has a unique solution, and that it is a maximum of the LF. For we have seen (17.33) 
that, when there is a single sufficient statistic, the LF is of the form in which MVB 
estimation of some function of @ is possible. Thus, as at (17.27), the LF is of the form 


(log Ly’ = A(@){t—7(0) }, (18.8) 
so that the solutions of (18.5) are of form 
t = 1(6). (18.9) 


Differentiating (18.8) again, we have 

(log L)’ = A’ (6){t—1 (6) }— A (6)z’ (6). (18.10) 
But since, from (17.29), 

t' (6)/A(6) = vart, 
the last term in (18.10) may be written 
—A(6)t' (6) = — {A(6) }*vart. (18.11) 

Moreover, at 6 the first term on the right of (18.10) is zero in virtue of (18.9). Hence 
(18.10) becomes, on using (18.11), 


(log L)s = — {A(6) }*vart < 0. (18.12) 
By (18.12), every solution of (18.5) is a maximum of the LF. But under regularity 
conditions there must be a minimum between successive maxima. Since there is no 
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minimum, it follows that there cannot be more than one maximum. This is other- 
wise obvious from the uniqueness of the MVB estimator t. 

(18.9) shows that where a MVB (unbiassed) estimator exists, it is given by the ML 
method. 


18.6 The uniqueness of the ML estimator where a single sufficient statistic exists 
extends to the case where the range of f(x|6) depends upon 6, but the argument is 
somewhat different in this case. We have seen (17.40-1) that a single sufficient statistic 


can only exist if 
F (#18) = g(x)/h (6). (18.13) 
The LF is thus also of form 


L(el6) = Th g(=)/(6) J (18.14) 
and (18.14) is as large as possible if 4(6) is as small as possible. Now from (18.13) 
1 = [f(el0de = [ e(2)ax/h), 
where integration is over the whole range of x. Hence 
h(6) = [eCyae. (18.15) 


From (18.15) it follows that to make / (6) as small as possible, we must choose § so that 
the value of the integral on the right (one or both of whose limits of integration depend 
on 6) is minimized. 

Now a single sufficient statistic for @ exists (17.40-1) only if one terminal of the 
range is independent of 6 or if the upper terminal is a monotone decreasing function 
of the lower terminal. In either of these situations, the value of (18.15) is a monotone 
function of the range of integration on the right-hand side, reaching a unique terminal 
minimum when that range is as small as is possible, consistent with the observations. 
The ML estimator 6 obtained by minimizing this range is thus unique, and the LF 
(18.14) has a terminal maximum at L(x|6). 

The results of this and the previous section were originally obtained by Huzurbazar 
(1948), who used a different method in the “ regular” case of 18.5. 


18.7. Thus we have seen that where a single sufficient statistic ¢ exists for a para- 
meter 6, the ML estimator 6 of 6 is a function of ¢ alone. Further, 6 is unique, the 
LF having a single maximum in this case. The maximum is a stationary value (under 
regularity conditions) or a terminal maximum according to whether the range is inde- 
pendent of, or dependent upon, 0. 


18.8 It follows from our results that all the optimum properties of single sufficient 
statistics are conferred upon ML estimators which are functions of them. For example, 
we need only obtain the solution of the likelihood equation, and find the function of 
it which is unbiassed for the parameter. It then follows from the results of 17.35 
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that this will be the unique MV estimator of the parameter, attaining the MVB (17.22) 
if this is possible. 

The sufficient statistics derived in Examples 17.8, 17.9, 17.10, 17.16, 17.18 and 
17.19 are all easily obtained by the ML method. 


Example 18.1 
To estimate 6 in 
dF (x) =dx/0#, O<x<8, 
we maximize the LF 
L(x|6) = 6-" 

by minimizing our estimator of 6. Since we know that the largest observation xj) 
satisfies 

Xn) < 9, 
we have for our sufficient ML estimator 

6 = x. 
Obviously, 6 is not an unbiassed estimator of 86. The modified unbiassed estimator 


is easily seen to be 
t = (n+1) xw/n. 


Example 18.2 


To estimate the mean 0 of a normal distribution with known variance. We have 
seen (Example 17.6) that 


(log L)’ = = (@-9). 


We obtain the ML estimator by equating this to zero, and find 
6 = 2. 
In this case, 6 is unbiassed for 6. 


The general case 

18.9 If no single sufficient statistic for 6 exists, the LF no longer necessarily has 
a unique maximum value, and we choose the ML estimator to satisfy (18.2). We now 
have to consider the properties of the estimators obtained by this method. We shall 
see that, under very broad conditions, the ML estimator is consistent ; and that under 
regularity conditions, the most important of which is that the range of f(x] 6) does not 
depend on 0, the ML estimator is asymptotically normally distributed and is an efficient 
estimator. These, however, are large-sample properties and, important as they are, 
it should be borne in mind that they are not such powerful recommendations of the 
ML method as the properties, inherited from sufficient statistics, which we have 
discussed in sections 18.4 onwards. Perhaps it would be unreasonable to expect 
any method of estimation to produce “ best” results under all circumstances and for 
all sample sizes. However that may be, the fact remains that, outside the field of 
sufficient statistics, the optimum properties of ML estimators are asymptotic ones. 
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Example 18.3 
As an example of the general situation, consider the estimation of the correlation 
parameter p in samples of n from the standardized bivariate normal distribution 


- 1 ie til Ps 
aP = i =a?{ 20 =p 2osy+y") | ddy, 
—-o<xy< 0; Ipl| <1. 


We find 
1 
logL = —nlog (2x) —4nlog (1 a YFP, | lati a lan 


whence, for Me = 0 we have 


mp 
i-f C- aaa et 2pixy+Uy’ 
reducing to the cubic equation 
1 1 1 
ge 2) —pf_Dxt4+_SD yt) = 
o(l~ p+ (1+ 08) LEay—p (2Ee i 0. 


This has three roots, two of which may be complex. If all three are real, and yield 
values of p in the admissible range, then in accordance with (18.2) we choose as the 
ML estimator that which corresponds to the largest value of the LF. 

If we express the cubic equation in the form 


A+plA+q =0 
with 
A= p-LEay 
3n0 0"? 
the condition that there shall be only one real root is that 
4p? +273 > 0 
and is certainly fulfilled when p > 0, where 
=lyatgl sy lle.) 
= testy ley} (=) 1. (18.16) 


Since, by the results of 10.3 and 10.9, the sample moments in (18.16) are consistent 
estimators of the corresponding population moments, we see from (18.16) that p con- 


verges in probability to 
(14+1—$p?-1) = 1-4? > 0. 


Thus, in large samples, there will tend to be only one real root of the likelihood equa- 
tion, and it is this root which will be the ML estimator, the complex roots being inad- 
missible values. 


The consistency of Maximum Likelihood estimators 
18.10 We now show that, under very general conditions, ML estimators are 


consistent. 
D 
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As at (18.2), we consider the case of n independent observations from a distribu- 
tion f(x| 6), and for each n we choose the ML estimator 6 so that, if 6 is any admissible 
value of the parameter, we have‘) 


log L (x|6) > log L(x] 6). (18.17) 
We denote the true value of 8 by @,, and let E, represent the operation of taking expecta- 
tions when the true value 6, holds. Consider the random variable L(x|6@)/L(x| 4). 


In virtue of the fact that the geometric mean of a non-degenerate distribution cannot 
exceed its arithmetic mean, we have, for all 0* 4 0, 


L(=|6*) L (=| 6*) 
E,4log L (e100) < log E, Leos" (18.18) 
Now the expectation on the right-hand side of (18.18) is 


j woof GEG) Leet) dey. dy ei 


L(x|6*) 
Ee{loe Falah <9 
or, inserting a factor 1/n, 


BE, {Flog L(x|9")} ¥ E, {Ziog (+104) } (18.19) 


provided that the expectation on the right exists. 
Now for any value of @ 


1 1,2 
lop L (x18) = = & log f(x! 6) 
i=l 
is the mean of a set of m independent identical random variables with expectation 


Ey flog f(«|0) } = Ee {ZlogL (x19) }. 


Thus (18.18) becomes 


By the Strong Law of Large Numbers (7.25), therefore, ‘og L(x! 6) converges with 


probability unity to its expectation, as m increases. Thus for large n we have, from 
(18.19), with probability unity 


Hog L («| 9%) < Nog L (164) 


or 
lim prob {log L(x|6*) < logL(x|6,) } = 1. (18.20) 
n—>o 

On the other hand, (18.17) with 6 = 0, gives 


log L (x|6) > log L (x| 8). (18.21) 


(*) Because of the equality sign in (18.17), the sequence of values of § may be determinable in 
more than one way. See 18.11 and 18.13 below. 
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Since, by (18.20), (18.21) only holds with probability zero for any 0* # o, it follows 
that 


lim prob {6 = 65} = 1, (18.22) 
a> oO 


which establishes the consistency of the ML estimator. 

This direct proof of consistency is a simplified form of Wald’s (1949) proof. Its 
generality is clear from the absence of any regularity conditions on the distribution 
f{(x/0). The integral on the right of (18.19) exists very generally. 


18.11 We have shown that any sequence of estimators 6 obtained by use of (18.2) 
isconsistent. This result is strengthened by the fact that Huzurbazar (1948) has shown 
under regularity conditions that ultimately, as # increases, there is a unique consistent 
ML estimator. 


Suppose that the LF possesses two derivatives. It follows from the convergence 
in probability of 6 to 6 that 


[amore]. ys s[gleL (el) | sg (18.23) 


Now by the Strong Law of Large es: once more, 


1 Flog (z|0) = 2 Z tops (sil 6) 


is the mean of n independent identical variates and converges with probability unity 
to its mean value. Thus we may write (18.23) as 


sim 1 prob { | 5 log L (x10) |. yw Fal gale L (el) att 1. (18.24) 


But we mae seen at (17.19) that under regularity conditions 


£| FaloeL(«19)| = —B{ (Feely <0. (18.25) 
Thus (18.24) becomes 
jim prob { | FelogL(=16)] < o} =1. (18.26) 


18.12 Now suppose that the conditions of 18.2 hold, and that two local maxima 
of the LF, at 6, and 6, are roots of (18.5) satisfying (18.6). If log L(x] 6) has a second 
derivative everywhere, as we have assumed in the last section, there must be a mini- 
mum between the maxima at 6, and 6,. If this is at 6,, we must have 

7 log L (x| 6) 
[ A in >0. (18.27) 
But since 6, and 6, are consistent estimators, 6, which lies between them in value, 
must also be consistent and must satisfy (18.26). Since (18.26) and (18.27) directly 
contradict each other, it follows that we can only have one consistent estimator 6 
obtained. as a root of the likelihood equation (18.5). 
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18.13 A point which should be discussed in connexion with the consistency of 
ML estimators is that, for particular samples, there is the possibility that the LF has 
two (or more) equal suprema, i.e. that the equality sign holds in (18.2). How can we 
choose between the values 6,, 6,, etc., at which they occur? There seems to be an 
essential indeterminacy here. Fortunately, however, it is not an important one, since 
the difficulty in general only arises when particular configurations of sample values 
are realized which have small probability of occurrence. However, if the parameter 
itself is essentially indeterminable, the difficulty can arise in all samples, as the following 
example makes clear. 


Example 18.4 
In Example 18.3 put 
cos 6 = p. 
To each real solution of the cubic likelihood equation, say #, there will now correspond 
an infinity of estimators of 6, of form 
6, = arccosp+2rn 
where r is any integer. The parameter 6 is essentially incapable of estimation. Con- 
sidered as a function of 6, the LF is periodic, with an infinite number of equal maxima 
at 6,, and the 6, differ by multiples of 2x. There can be only one consistent estimator 
of 6, the true value of 6, but we have no means of deciding which 6, is consistent. 
In such a case, we must recognize that only cos@ is directly estimable. 


Consistency and bias of ML estimators 

18.14 Although, under the conditions of 18.10, the ML estimator is consistent, 
it is not unbiassed generally. We have already seen in Example 18.1 that there may 
be bias even when the ML estimator is a function of a single sufficient statistic. Under 
regularity conditions, we must expect bias, for if the ML estimator, 6, of 6 is a root of 
(18.3), and we seek to estimate a non-trivial function 7 (6), its estimator will be a root of 


aL _ aL /a(6) _ 


36) ~ 0 / 0, (18.28) 
aL () ae ‘ . 
so that 0) and w vanish together, and hence the estimator of 1(6) is 7(6). But 
in general : 
E {c(6)} # « {E(6)}, 


so that if 6 is unbiassed for 6, t(5) cannot be unbiassed for (8). Of course, if the 
conditions of 18.10 hold, the bias of the ML estimator will tend to zero with large 1, 
provided that it has a finite mean value. 


The efficiency and asymptotic normality of ML estimators 

18.15 When we turn to the discussion of the efficiency of ML estimators, we can- 
not obtain a result as clear-cut as that of 18.10. The following example is enough to 
show that we must make restrictions before we can obtain optimum results on efficiency. 
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Example 18.5 
We saw in Example 17.22 that in the distribution 
dF (x) = dx/@, k0< x < (k+1)0; k>O, 
there is no single sufficient statistic for 6, but that the extreme observations x1) and x(q) 
are a pair of jointly sufficient statistics for 6. Let us now find the ML estimator of 6. 
We maximize the LF 
L(x|6) = 6 
by making our estimator 6 as small as possible. Now we must have 
Xn) < (R+1)8 
so that no estimator of @ consistent with the observations can be less than 
6 = xm /(k+1), 
which is accordingly the ML estimator. We see at once that 6 is a function of xm) 
only, although x) and x) are both required for sufficiency. 
Now by symmetry, x1) and xi) have the same variance, say V. The ML estimator 
has variance 
var§ = V/(k+1)3, 
and the estimator 
0% = x/k 


var0* = V/k*. 
Since xq) and x, are asymptotically independently distributed (14.23), the function 
6 = a6+(1—a)6* 
will, like 6 and 6*, be a consistent estimator of 8, and its variance is 
var § = Vey +52 
(k+12> RF 
k+1)? 
eee TH 
var6 = V/{k*+(k+1)* }. 


has variance 


which is minimized (cf. Exercise 17.21) when @ = 


Thus, for all k > 0, 

var§ _ (k+1)? a4 

var6 -k#+(k+1)* 
and the ML estimator has larger variance. If & is large, the variance of 6 is nearly 
twice that of the other estimator. 


18.16 We now show, following Cramér (1946), that if the first two derivatives of 
the LF with respect to @ exist in an interval of @ including the true value 64, if 


E(? sb (l9)) =0, (18.29) 


and 


R20) = -E (F Noel) =E { (792\' } (18.30) 
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exists and is non-zero for all 6 in the interval, the ML estimator is asymptotically 
normally distributed with mean 6, and variance equal to 1/R?(6). 
Using Taylor’s theorem, we have 


(282), = (2UeRH) + 6-00) (*28) (1831) 


00 


where 6* is some value between 6 and 6. Under our regularity conditions, 6 is a root 
of (18.5), so the left-hand side of (18.31) is zero and we may rewrite it as 


7 /R(0s) 


Ea, /- Re(0)} 


In the denominator on the right of (18.32), we have, since 6 is consistent for 6) and 6* 
lies between them, from (18.24) and (18.30), 


lim prob { [FI = -R*(0.)} =1, (18.33) 


1 >o 

so that the denominator converges to unity. The numerator on the right of (18.33) 
is the ratio to R(6) of the sum of the n independent identical variates log f(x; | 6). 
This sum has zero mean by (18.29) and variance defined at (18.30) to be R?(0). The 
Central Limit Theorem (7.26) therefore applies, and the numerator is asymptotically 
a standardized normal variate; the same is therefore true of the right-hand side as 
awhole. Thus the left-hand side of (18.32) is asymptotically standard normal or, in 
other words, the ML estimator 6 is asymptotically normally distributed with mean 6, 
and variance 1/R*(8). 


(6-45) R(8o) = (18.32) 


18.17 This result, which gives the ML estimator an asymptotic variance equal to 
the MVB (17.24), implies that under these regularity conditions the ML estimator is 
efficient. Since the MVB can only be attained in the presence of a sufficient statistic 
(cf. 17.33) we are also justified in saying that the ML estimator is ‘“ asymptotically 
sufficient.” 

Lecam (1953) has objected to the use of the term “ efficient” because it implies 
absolute minimization of variance in large samples, and in the strict sense this is not 
achieved by the ML (or any other) estimator. For example, consider a consistent 
estimator ¢ of 8, asymptotically normally distributed with variance of order n-!. Define 


a new statistic 

,_ fet if [te] >a, 

“> ae if [t] < nt (18.34) 
We have 


4 fl if 66, 
lim vere ince = {i if 6 =0, 


and k may be taken very small, so that at one point ¢’ is more efficient than f, and nowhere 
is it worse. Lecam has shown that such “ superefficiency ” can arise only for a set of 
6-values of measure zero. In view of this, we shall retain the term “ efficiency ” in its 
ordinary use. 
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Example 18.6 


In Example 18.3 we found that the ML estimator # of the correlation parameter 
in a standardized bivariate normal distribution is a root of has ‘cubic equation 


oL_sen np” 
ae 7 i= Uo 
If we differentiate again, we have 
aL 2" 
WF Uae Capp et MEOH E G 
so that, since E(x*) = E(y) = 1 and E(xy) = p, 
2) _ m(L+p!)_2n(1+3p) 


4p 
ype 


a) ~ A=aF =a =e 
— —2(1+e%) 
(ip?) 
Hence, from 18.16, we have asymptotically 
ap = (ice 
r= n(1+p%) 


Example 18.7 
The distribution 
dF (x) = fexp {— |x—-@| }dx, —-oM<x< a, 
yields the log likelihood 
log L (x|6) = —nlog2— = |x,-6|. 
i=1 
This is maximized when Z| x,;—6| is minimized, and by the result of Exercise 2.1 this 
‘ 


occurs when 6 is the median of the values of x. (if n is odd, the value of the middle 
observation is the median ; if m is even, any value in the interval including the two 
middle observations is a median.) Thus the ML estimator is 6 = 2, the sample 
median. It is easily seen from (14.20) that its large-sample variance in this case is 
var6 = 1/n. 
We cannot use the result of 18.16 to check the efficiency of 6, since the differenti- 
ability conditions there imposed do not hold for this distribution. But since 
Ologf(x|6)_ {+1 if x>46, 
a {ri if x <6, 
only fails to exist at x = 6, we have 


(Bagel =1, «#8, 
so that if we interpret z| (Pate! y as 


te {[rf pear 
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H(e)} ~-e{ (Ge) 


so that the MVB for an estimator of 6 is 
vart > 1/n, 
which is attained asymptotically by 6. 


we have 


18.18 The result of 18.16 simplifies for a distribution admitting a single sufficient 
statistic for the parameter. For in that case, from (18.10), (18.11) and (18.12), 


5("3e) = -A(6)x'(6) = (784), (18.35) 


so that there is no need to evaluate the expectation in this case: the MVB becomes 
simply —1 ‘) (ee log a) , is attained exactly when 6 is unbiassed for 6, and asymp- 
b=0 


totically in any case under the conditions of 18.16. 

If there is no single sufficient statistic, the asymptotic variance of 6 may be esti- 
mated in the usual way from the sample, an unbiassed estimator commonly being 
sought. 


Example 18.8 
To estimate the oh deviation o of a normal distribution 
dF (x) = aay saa? (~ ia) dx, -O <x a, 
We have 
=x 


log L(x|6) = —nlogo—F 


(logL)' =-n/o +522/o°, 
so that the sufficient ML estimator is ¢ = Rl (G2) and 


(logL)” = n/ot—3Ex%/at = % 3(1-S)- 
Thus, using (18.35), we have as n increases 


varé—> —1/(logL)¢_., = o*/(2n). 


The cumulants of a ML estimator 

18.19 Haldane and Smith (1956) have carried out an investigation in which, under 
regularity conditions, they obtain expressions for the first four cumulants of a ML 
estimator. Suppose that the distribution sampled is divided into a denumerable set 
of classes, and that the probability of an observation falling into the rth class is 
a,(r =1,2,...). We thus reduce any distribution to a multinomial distribution 
(5.30), and if the range of the original distribution is independent of the unknown 
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parameter 0, we seek solutions of the likelihood equation (18.5). Since the prob- 
abilities 2, are functions of 6, we write, from (5.78), 


L(x|6) < In, (18.36) 
where n, is the number of observations in the rth class and Zn, = n, the sample size. 
(18.36) gives the likelihood equation as 


EX = En, =0, (18.37) 


where a prime denotes differentiation with respect to 6. Now, using Taylor’s theorem, 
we expand z, and x’, about the true value 6,, and obtain 
x, (6) = m, (8) + (6-0) 7; (80) + 3 (6—6,)*x (60) tose ‘| (18.38) 
7 (6) = 225(8,)+(8—60) 227’ (04) +4 (6—6)*22;" (80) + --«-. 
If we insert (18.38) into (18.37), expand binomially, and sum the series, we have, 
writing 
Ay = & {rt-(B0) ¥*/ {21-(60) 3 
By = & {77-(60) }°%7'(60)/ {%-(60) J 
Ce = E fs (00) }* £2 (00) / fo 00) ¥ 


Dy = E fa.) "(00/0 (64) 
a = E {0s 00) {—m,(04)} / tel) 
” ny 
Ba = & {0 (0.) 3-42" (04) {2-0 060)} / (0) 
8, = E {03 (04)}422" Ou) {7-2 (64)} / faa (00)} 


the expansion 
2 — (Ay + @a— 1) (6-9) +4 (24,—3By + 2x5— 384+ 01) (6-80)? 
+1(6A,—12B,+3C,+4D,)(6—6,)°+ ...=0. (18.39) 
For large 7, (18.39) may be inverted by Lagrange’s theorem to give 
(6-09) = Ay*a,+Az*a;[(A.—$B,)e:—A1(%s—B1)] 
+Ay'a,[ {2(A,—3B,)*— A, (As—2B,+3C,+$D)) Saf 
—3A,(A,—3B,) a, (%s— 8) + Aja, (223—36,+4}) 
+ A? (a_.— B,)*]+O(n-). (18.40) 
(18.40) enables us to obtain the moments of 6 as series in powers of n-1. 


18.20 Consider the sampling distribution of the sum 
n, 
W= Eh, { -1,(0)h, 
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where the h, are any constant weights. From the moments of the multinomial distri- 
bution (cf. (5.80)), we obtain for the moments of W, writing S, = Xhix,(0,), 


41(W) = 0, 

Ha(W) = 2-(S,— SP, 

Hs(W) = n-*(S3—S,S,+2S3), 

a (W) = 3n-*(S,— S3)?+ n-9(S,— 4S, Ss— 383+ 12S? S,— 653), (18.41) 
Hs(W) = 10n-?(S,—S?)(S3—3S, S,+2S%)+ O(n), 

Ha(W) = 15n-9(S,— S2)°+ O(n-*). 


From (18.41) we can derive the moments and product-moments of the random vari- 
ables a,, 8, and 6, appearing in (18.40), for all of these are functions of form W. Finally, 
we substitute these moments into the powers of (18.40) to obtain the moments of 6. 
Expressed as cumulants, these are 


ey = 0o—4n-1 A-*B, + O(n-), 
k= Ash t As *[— ALY BY Ay (Ay~By—D,)~ AY} + O(n), | 19 49) 
ky = n-2-Az*(A,—3B,) + O(n), : 
ka = n> Az5[—12B, (A,—2B,) +A, (A,—4D,)— 343] + O(n-4), 


whence 


Ya = Ka/rd = nt AZi(A,—3B,)+0(n-), } (18.43) 
Ya = Ka/rd = 0-1AZ*[—12B,(A,—2B,)+ A, (Ay—4D,) 3.44] +0(0-). 


The first cumulant in (18.42) shows that the bias in 6 is of the order of magnitude n-! 
unless B, = 0, when it is of order n-*, as may be confirmed by calculating a further 
term in the first cumulant. The leading term in the second cumulant is simply the 
asymptotic variance previously established in 18.16, (18.43) illustrates the rapidity 
of the tendency to normality, established in 18.16. 

If the terms in (18.42) were all evaluated, and unbiassed estimates made of cach of 
the first four moments of 6, a Pearson distribution (cf. 6.2-12) could be fitted and an 
estimate of the small-sample distribution of 6 obtained which would provide a better 
approximation than the ultimate normal approximation of 18.16. 


Successive approximation to ML estimators 

18.21 In most of the examples we have considered, the ML estimator has been 
obtained in explicit form. The exception was in Example 18.3, where we were left 
with a cubic equation to solve for the estimator, and even this can be done without 
much trouble when the values of x are given. Sometimes, however, the likelihood 
equation is so complicated that iterative methods must be used, using as a starting- 
point the observed value of some consistent (but inefficient) estimator which is easily 
computed. In large samples, such an estimator will tend to be fairly close to the value 
of the ML estimator, and the higher its efficiency the closer it will tend to be, in virtue 
of the result of (17.61) concerning the correlation between estimators. If, then, we can 
find an estimator t whose variance is not greatly in excess of the MVB, this will afford 
a good means of deriving closer approximations to the value of the ML estimator 6. 
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As at (18.31) we expand dlog L/00 in a Taylor series, but this time about its value 


at t, obtaining 7 (eg) (2g a bea (= 2°) (18.44) 
0/6 a 


where 0* lies between 6 and z. In large samples 6* will, since t and 6 are consistent, 
tend in probability to 09, the true value. Further, (d?log Z/06%)», will tend in prob- 
ability to its expectation, which by 18.16 is 


@logL 1 
z( “ ) = -5 (18.45) 
Thus, using (18.44) and (18.45), we have asymptotically 
6= t+ (*98") var}, (18.46) 
o/s 


and if 2 is consistent, (18.46), with var estimated from the sample if necessary, will 
give a closer approximation to a root of the likelihood equation. The operation can 
be repeated, carrying on if necessary until no further correction is achieved. The 
process is evidently a direct application of Newton’s method of approximation. 

It should be noted that there is no guarantee that the root of the likelihood equation 
reached in this way will correspond to the absolute maximum of the LF: this must 
be verified in each case. For large n, the fact (18.12) that there is a unique consistent 
Toot comes to our aid. 


Example 18.9 
To estimate the parameter 6 in the Cauchy distribution 


dF (x) = 


dx 
Gy ORES 
The likelihood equation is 

dlogL 4% (%-—) _ 4 
3 in (1+ (%,-8)?} 
an equation of degree (2n—1) in 6. We have, from (18.45), the MVB 


a oe (Beg) 5 nz (Hoes) 


var 6 06? 06? 


_— np? 2(x-6P— 
ca lotsa - . 


Hence 
var6 = 2/n. 
The median of the sample, #, has large-sample variance (Example 17.5) 
vart = 2*/(4n) 
and thus has efficiency 8/x* = 0-8 approximately. We therefore use the median as 
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our starting-point in seeking the value of 6, and solve (18.46), which here becomes 
4 (#2) 
6 =t+-2 =< - 
tat 14+(a—2*} 
This is our first approximation to 6, which we may improve by further iterations of 
the process. 


Example 18.10 

We now examine the iterative method of solution in more detail, and for this pur- 
pose we use some data due to Fisher (1925-, Chapter 9). 

Consider a multinomial distribution (cf. 5.30) with four classes, their probabilities 


being 
Pi = (2+9)/4, 
Ps = Ps = (1-9) /4, 
1 = 0/4. 

The parameter 6, which lies in the range (0, 1), is to be estimated from the observed 
frequencies (a, b, c, d) falling into the classes, the sample size a being equal to 
a+b+c+d. We have 

L(a, 6, c, d| 8) oc (2+6)*(1—6)+" 64, 


rheh . * Ere) 8 
00 2+6 1-6 @ 
and if this is equated to zero, we obtain the quadratic equation in 6 
n6*+ {2(b+c)+d—a}0—2d = 0. 

Since the product of the coefficient of 6* and the constant term is negative, the 
product of the roots of the quadratic must also be negative, and only one root can be 
positive. Only this positive root falls into the permissible range for 6. Its value 6 
is given by 

2nh = {a—d—2(b+c) }+[ {a+2(b+c)+3d}*—8a(b+c)]}. 
The ML estimator 6 can very simply be evaluated from this formula. For Fisher’s 
(genetical) example, where the observed frequencies are 
a = 1997, b = 906, c = 904, d = 32, n = 3839 
the value of 6 is 0-0357. 
It is easily verified from a further differentiation that 


so that 


a eee __1__ _ -26(1-6)(2+8) 
log L’ n(1+26) ” 
#7) 


the value being 0-0000336 in this case, when 6 is substituted for 6 in var). 

For illustrative purposes, we now suppose that we wish to find 6 iteratively in this 
case, starting from the value of an inefficient estimator. A simple inefficient esti- 
mator which was proposed by Fisher is 

t = {a+d—(b+c) }/n, 
which is easily scen to be consistent and has variance 
vart = (1—6")/n. 
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The value of ¢ for the genetical data is 
t = {1997+ 32—(906 +904) }/3839 = 0-0570. 


This is a long way from the value of 6, 0-0357, which we seek. Using (18.46) we 
have, for our first approximation to 6, 


6, = 0- 0570+ (298) (var 6)y-1. 


Now 
Blog L’ _ 1997 1810, 32 _ age 
( 30 = 2:0570 0-9430 * 0.0570 ~ ~ 2871713, 
2.x 0-057 x 0-943 x 2-057 
(var Bo-oasr0 =~ 3839, 14]4 = 0'00005170678, 


so that our improved estimator is 
6, = 0-0570 — 387-1713 x 0-00005170678 = 0-0570—0-0200 
= 0-0370, 
which is in fairly close agreement with the value sought, 0-0357. A second iteration 
gives 


Blog L’ 1997_ 1810, 32 _ ay 
(54 Pe 2.037 0-963 0.037 ~ ~ #451495, 
2x 0-037 x 0-963 x 2-037 _ 
(var 8)e-semn = 3839 31-074 = 0°00003520681, 


and hence 
6, = 0-0370 —34-31495 x 0-00003520681 = 0-0370—0-0012 
= 0-0358. 

This is very close to the value sought. At least one further iteration would be 
required to bring the value to 0-0357 correct to 4 d.p., and a further iteration to confirm 
that the value of 6 arrived at was stable to a sufficient number of decimal places to 
make further iterations unnecessary. The reader should carry through these further 
iterations to satisfy himself that he can use the method. 

This example makes it clear that care must be taken to carry the iteration process 
far enough for practical purposes. It is a somewhat unfavourable example, in that ¢ has 
emi which takes the value of 0-13, or 13 per cent, when 
4 = 0-0357 is substituted for 6. One would usually seek to start from the value of 
an estimator with greater efficiency than this. 


an efficiency of 


ML estimators for several parameters 

18.22 We now turn to discussion of the general case, in which more than one 
parameter are to be estimated simultaneously, whether in a univariate or multivariate 
distribution. If we interpret 6, and possibly also x, as a vector, the formulation of 
the ML principle at (18.2) holds good : we have to choose the set of admissible values 
of the parameters 6,,...,0, which makes the LF an absolute maximum. Under 
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the regularity conditions of 18.2-3, the necessary condition for a local turning-point 
in the LF is that 


A log L(x! 64, 1.256) =0, r= 1,2,...,% (18.47) 
and a sufficient condition that this be a maximum is that the matrix 


d log L 
( i. gr) (18.48) 


be negative definite. The & equations (18.47) are to be solved for the k ML esti- 
mators 6,,...,6;. 


The case of joint sufficiency 

18.23 Just as in 18.4, we see that if there exists a set of s statistics t,,..., t, 
which are jointly sufficient for the parameters 0,, .. . , 0,, the ML estimators 6,,... , 9, 
must be functions of the sufficient statistics. As before, this follows immediately from 
the factorization (cf. (17.84)). 


L(x] 61, -- +91) = B(ty-- +5 te] Or ~~~» On) A(%), (18.49) 
in virtue of the fact that A(x) does not contain 6,,..., 4. 


18.24 The uniqueness of the solution of the likelihood equation in the presence 
of sufficiency (18.5) extends to the multiparameter case if s = k, as Huzurbazar (1949) 
has pointed out. Under regularity conditions, the most general form of distribution 
admitting a set of k jointly sufficient statistics (17.86) yields a LF whose logarithm is 
of form 


k a n 
logL = & A,(6) & B,(x,)+ = C(x) +nD (0), (18.50) 
j=1 i=l i=1 
where 0 is written for 6,,..., 6, and x is possibly multivariate. The likelihood equa- 


tions are therefore 


alogL aA, aD 
oe = EG EB a) tn = 0 1H 1Q...k (18.51) 


and a solution (6 = 6,,6,,...,6,) of (18.51) is a maximum if 


@logL\ _ a A, @D 
es 00, ), iz = (& or) 2 B,(x,)+n (x ms (18.52) 


forms a negative definite matrix (18.48). 
From (17.18) we have 


Alog L aA aD 
E( oa ) = 2 Hie (zB,(e))+n5e =0, (18.53) 
and further 
dlogL\ aA, /., aD 
(5 g*) = 3 8 (2B, (e) ) +m 59 =a (18.54) 


Evidently, (18.53) and (18.54) have exactly the same structural form as (18.51) and 
(18.52), the difference being only that T = = B,(x;) is replaced by its expectation and 
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6 by the true value 6. If we eliminate T from (18.52), using (18.51), and replace 6 
by 9, we shall get exactly the same result as if we eliminate E(7') from (18.54), using 
(18.53). We thus have 


dlog L’ @ log L’ 
(= 2, Ve = z( 26, 06, \. (18.55) 
which is the generalization of (18.35). Moreover, from (17.19), 
alogL\ _ _ dlog L\? 
2 (7 ) . Ef (E" ) }, (18.56) 
and analogously 
alogL\ _ _ pfalogL dlogL 
E (Fe) e{ se eet, (18.57) 


and we see that the matrix 


@logL\) _ _ @logL dlogL 
(arm) } > {Ca ae) 
_ dlogL alogL 
- {cov( ope Oe )} (18.58) 
is negative definite or semi-definite. For the matrix on the right-hand side of (18.58) 
is the dispersion matrix D of the variates dlog L/00,, and this is non-negative definite, 
since for any variables x, the quadratic form 


e{s (=, E(u} = u'Du > 0, (18.59) 
r=1 


where u is a vector of dummy variables. Thus the dispersion matrix D is non-negative 
definite. If we rule out linear dependencies among the variates, D is positive definite. 
In this case, the matrix on the left of (18.58) is negative definite. Thus, from (18.55), 


the matrix 
@* log L 
06, 06, O=0 


is also negative definite, and hence any solution of (18.51) is a maximum. But under 
regularity conditions, there must be a minimum between any two maxima. Since 
there is no minimum, there can be only one maximum. Thus, under regularity con- 
ditions, joint sufficiency ensures that the likelihood equations have a unique solution, 
and that this is at a maximum of the LF. 


Example 18.11 

We have seen in Example 17.17 that in samples from a univariate normal distribution 
the sample mean and variance, £ and s*, are jointly sufficient for the population mean 
and variance, 4 and o%, It follows from 18.23 that the ML estimators must be func- 
tions of # and s*. We may confirm directly that and s? are themselves the ML esti- 
mators. The LF is given by 


log L = — jnlog (2x) — 4a log (o)—E (x,— m)*/(20%), 
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whence the likelihood equations are 
GlogL _ X(x-v) _ n(¥—-z) _ 0, 


hw: oo 
dlogL 2 (x—n) =0 
ETC) 2o* 2ot 
The solution of these is 


f= 
ag 
ea 5z@- zP = 3%, 

While fi is unbiassed, 6? is biassed, having expected value (n—1)o%/n. As in the one- 
parameter case (18.14), ML estimators need not be unbiassed. 


18.25 In the case where the terminals of the range of a distribution depend on 
more than one parameter, there has not, so far as we know, been any general investiga- 
tion of the uniqueness of the ML estimator in the presence of sufficient statistics, 
corresponding to that for the one-parameter case in 18.6. But if the statistics are 
individually, as well as jointly, sufficient for the parameters on which the terminals 
of the range depend, the result of 18.6 obviously holds good, as in the following example. 


Example 18.12 
In Example 17.21, we saw that for the distribution 


dF(s) = cee, 


the extreme observations x) and x;,) are a pair of jointly sufficient statistics for « and f. 
It is also true (cf. Example 18.1) that xi) is individually sufficient for « and x,,) for f. 
In this case, it is clear that the ML estimators 


& = Xa), B = Xn 


maximize the LF uniquely, and the same will be true whenever each terminal of the 
range of a distribution depends on a different parameter. 


Consistency and efficiency in the general multiparameter case 

18.26 In the general case, where there is not necessarily a set of k sufficient statistics 
for the & parameters, the joint ML estimators have similar optimum properties, in 
large samples, to those in the single-parameter case. 

In the first place, we note that the proof of consistency given in 18.10 holds good 
for the multiparameter case if we there interpret 6 as a vector of parameters 6), ..., 9: 
and 6, 6* as vectors of estimators of 8. We therefore have the result that under very 
general conditions the joint ML estimators converge in probability, as a set, to the true 
set of parameter values 6. 

Further, by an immediate generalization of the method of 18.16, we may show 
(see, e.g., Wald (1943a)) that the joint ML estimators tend, under regularity conditions, 
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toa multivariate normal distribution, with dispersion matrix whose inverse is given by 
-1) _ @ log L a@logL dlogL 
(Vs!) = -8 (58) - 2( ane ). (18.60) 
We shall only sketch the essentials of the proof. The analogue of the Taylor 
expansion of (18.31) becomes, on putting the left-hand side equal to zero, 
D 2 
(8), - £,6.-00)(-F°Er),. r=1,2,...,k (1861) 
Since 6® is a value converging in probability to 9, and the second derivatives on the 
right-hand side of (18.61) converge in probability to their expectations, we may regard 
(13.61) as a set of linear equations in the quantities (6,—6,,.), which we may rewrite 
y=V-(1z (18.62) 
dlogL — 
where y = 2 = 6-6, and V-! is defined at (18.60). 

By the multivariate Central Limit theorem, the vector y will tend to be multi- 
normally distributed, with zero mean if (18.29) holds good for each 6,, and hence 
so will the vector z be. The dispersion matrix of y is V-1 of (18.60), by definition, 
so that the exponent of its multinormal distribution will be the quadratic form (cf. 15.3) 

—ty'Vy. (18.63) 
The transformation (18.62) gives the quadratic form for z 

-}2'V-z, 
so that the dispersion matrix of z is (V-")-} = V, as stated at (18.60). 


18.27 If there is a set of & jointly sufficient statistics for the k parameters, we may 
use (18.55) in (18.60) to obtain, for the inverse of the dispersion matrix of the ML 
estimators in large samples, 


00,00, Jono \ 00, | 00, 
(18.64), which is the generalization of the result of 18.18, removes the necessity for 
finding mean values. 
If there is no set of k sufficient statistics, the elements of the dispersion matrix may 
be estimated from the sample by standard methods. 


18.28 The fact that the ML estimators have the dispersion matrix defined at 
(18.60) enables us to establish a further optimum property of joint ML estimators. 
Consider any set ¢,,..., %, of consistent estimators (supposed not to be function- 
ally related) of the parameters 6,,...,6,, with dispersion matrix D. As at (17.21), 
we have asymptotically, under regularity conditions, since a consistent estimator is 
asymptotically unbiassed, 
j si [eLeeloas, vie dity = 0, 


so that, on differentiating, 


alog L the Feng 
fv fe PBELas,...ds = ff ian 
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which we may write, in view of (17.18), 
alogL\ fl, i=j, 
cov (+ a y= { fe (18.65) 
Let us now consider the dispersion matrix of the 2k variates t,,..., tp 
Glog Lh , 2loeL This is, using (18.65) and the results of 18.26, 


ee 
(7D & 
c=(2 wap (18.66) 


where I, is the identity matrix of order k. C, being a dispersion matrix, is non- 
negative definite (cf. (18.59)). Hence its determinant 


Je] = [DI |V>|-|7| [7] 2 0 


or 
1 

|D| = wy 
Thus the determinant of the dispersion matrix of any set of estimators, which is called 
their generalized variance, cannot be less than 1/| V-1| in value asymptotically. But 
we have already seen in 18.26 that the ML estimators have 

|D] =|V] = 1407] 

asymptotically. Thus the ML estimators minimize the generalized variance in large 
samples, a result due originally to Geary (1942a). 


(18.67) 


Example 18.13 
Consider again the ML estimators # and s* in Example 18.11. We have 
@logL _ 2 
ou? o” 


@loghL 2 _X(x—p)? 
ae?)? 2 ot” 
alogL _ _n(#—p) 
op (07) o 
Remembering that the ML estimators # and s* are sufficient for » and o°, we use (18.64) 
and obtain the inverse of their dispersion matrix in large samples by putting = = « 
and &(x—y)* = no* in these second derivatives. We find 


2 
= o? ‘ 
rh ae 

204 


so that 


_{a/n 0 
* -( 0 bon 
We see from this that £ and s* are asymptotically normally and independently distributed 
with the variances given. However, we know that the independence property and 
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the normality and variance of # are exact for any n (Examples 11.3, 11.12); but the 
normality property and the variance of s* are strictly limiting ones, for we have seen 
(Example 11.7) that 2s?/o* is distributed exactly like y? with (n—1) degrees of freedom, 


the variance of s* therefore, from (16.5), being exactly (Z)'.2@- 1) = 204 (n—1)/n*, 


1829 Where a distribution depends on k parameters, we may be interested in 
estimating any number of them from 1 to k, the others being known. Under regu- 
larity conditions, the ML estimators of the parameters concerned will be obtained by 
selecting the appropriate subset of the & likelihood equations (18.47) and solving them. 
By the nature of this process, it is not to be expected that the ML estimator of a par- 
ticular parameter will be unaffected by knowledge of the other parameters of the distri- 
bution. The form of the ML estimator depends on the company it keeps, as is made 
clear by the following example. 


Example 18.14 
For the bivariate normal distribution 


#09) sae daap™ |~ ay | (an) ae) 
+(5e) }} —-O<4H,y < CO; O1,0,>0; |p| <1 


Os 
we obtain the logarithm of the LF 
log L(x, y | 1,42 0%, 0% p) = ae 4n {log of + log of +1og (1 —p*) } 


aaa Fa) SE) GE) } 


from which the five likelihood equations are 
Tr n)_,O-n9} sie 
2 


ony = a,(1—/?) % 


Sah. _t (O=md_, EH) 9 oe 
ty (1 —p? Os O; 
BO tig {alte Bt ap HOTAMLI =o 

10 — 1 oi¢a 18.69 
ML da fhe) 2G H ep BENT i 
AlogL_ 1 fA E(x — pe)? , E(y— a)? 
a wat’ a-al’( al ‘eg ) 

= (1499) 2@= edly ide (18.70) 


(a) Suppose first that we wish to estimate p alone, the other four parameters being 
known. We then solve (18.70) alone. We have already dealt with this case, in 
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standardized form, in Example 18.3. (18.70) yields a cubic equation for the ML 
estimator #. 

(b) Suppose now that we wish to estimate o?, of and p, yu, and yu, being known. 
We have to solve the three likelihood equations (18.69) and (18.70). Dropping the 
non-zero factors outside the braces, these equations become, after a slight rearrange- 
ment, 


s(i=)< REAP _, 2M) 
F O10, 
E(y-s)*_ E(e—ms)(y- Hs) aes 
n(1—p?) = (Ua) _ ETA) Ba) 
(1—-p*) a P jie 
and 
Z(x—41)?_, E(y—Hs)*_1+0*2 (x41) (y— Hs) 
n(1—p?) = 2M Aa 4 SA Ps) Sa ee 18.72. 
o- a Fy P O19, ( ) 
If we add the equations in (18.71), and subtract (18.72) from this sum, we have 


n(1—p%) = A 2G md Me) 


0103 
or 
1 
3 u—Ha) (y— #2) 
= — Se he (18.73) 
0103 
Substituting (18.73) into (18.71) we obtain 
a 1 
af = 23 (e-n) 
1 (18.74) 
a = 1E(y—n,) 
and hence, from (18.73) 
1 
LE (e—m)(9-H) 
P= - —-. (18.75) 


6:63 
In this case, therefore, the ML estimator f is the sample correlation coefficient 
calculated about the known population means. 
(c) Finally, suppose that we wish to estimate all five parameters of the distribution. 
We solve (18.68), (18.69) and (18.70) together. (18.68) reduces to 
(em) _ =n 
he * 18 
(Gm) _ ,@=m) yaaa) 
Gs o, 
a pair of equations whose only solution is 


#-u, = F-p, = 0. (18.77) 
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Taken with (18.74) and (18.75), which are the solutions of (18.69) and (18.70), (18.77) 
gives for the set of five ML estimators 


a = al s 
A= % = 2-9, le e—a(y-y) 
per oe (18.78) 
6,6, 


featgas, Sigs th = 
Ar=j, = ==(y-3), 
Thus the ML estimators of all five parameters are the corresponding sample moments. 


18.30 Since the ML estimator of a parameter is a different function of the observa- 
tions, agcording to which of the other parameters of the distribution is known, its large- 
sample variance will also vary. To facilitate the evaluation of the dispersion matrices 
of ML estimators, we recall that if a distribution admits a set of k sufficient statistics for 
its k parameters, we may avail ourselves of the form (18.64) for the inverse of the disper- 
sion matrix of the ML estimators, in large samples. 


Example 18.15 

We now proceed to evaluate the large-sample dispersion matrices of the ML 
estimators in each of the three cases considered in Example 18.14. 

(a) When we are estimating p alone, f is not sufficient. But we have already evalu- 
ated its large-sample variance in Example 18.6, finding 

5 = (--*)* 
var p = n+p) (18.79) 

The fact that we were there dealing with a standardized parent distribution is 
irrelevant, since p is invariant under changes of origin and scale. 

(b) In estimating the three parameters ¢,, of and p, the three ML estimators given 
by (18.74) and (18.75) are jointly sufficient, and we therefore make use of (18.64). 
Writing the parameters in the above order, we find for the 3 x 3 inverse dispersion 


matrix 
= = @log L 
= oa 
Vit = (Va) = -(GEP), 
2-p* -—p* —p 


n 
“(ipl Fol “Fog” Doe ‘| ate, 
=p =p 1+ 
Zot Doh phy 


Inversion of (18.80) gives for the large-sample dispersion matrix 


1 2ot 2profog = p(1—p*) oj 
v= 2protod 204 rime) (18.81) 
"\ p(l—p%)o? p(1—p*)of — (1—p*)* 


(c) In estimating all five parameters, the ML estimators (18.78) are a sufficient set. 
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Moreover, the 3x3 matrix V;’ at (18.80) will form part of the 5x5 inverse variance 
matrix V5! which we now seek. Writing the parameters in the order 4, “4s, 0%, 0%, p, 
(18.80) will be the lower 3x3 principal minor of V1. For the elements involving 
derivatives with respect to 4, and 4, we find from (18.68) 
alogL eo log L es np  _—s @ log L ets (18.82) 
Ot oF(1— ph Ou,a, ox0,(1—p) a of(1—pty’ © 


while 


Ou, @of = Op, Boz Ou, Op 
at # = 44,9 =m. Thus if we write, for the inverse of the dispersion matrix of the 
ML estimators of “4, and py, 


0, i=1,2 (18.83) 


tl =e 
Gi 9404 
le . 18. 
Vs (1-p?)\ -ep 1 ae 
0,0, oo 
we have 
Vz: oO 
a 2 
Vo = ( f ty (18.85) 


and we may invert Vz! and V;? separately to obtain the non-zero elements of the 
inverse of V>1. We have already inverted V;' at (18.81). The inverse of Vz! is, 
from (18.84), 


_1 Of pao, 
Yun a 3 ee) (18.86) 
so 
_/V¥, 0 
Vo= Gi v.) (18.87) 


with V, and Vs, defined at (18.86) and (18.81). 

We see from this result, what we have already observed (cf. 16.25) to be true for 
any sample size, that the sample means are distributed independently of the variances 
and covariance in bivariate normal samples, and that the correlation between the sample 
means is p ; and that the correlation between the sample variances is p? (Example 13.1). 


Non-identical parent distributions 

18.31 We have now largely completed our general survey of the ML method. 
Throughout our discussions so far, we have been considering problems of estimation 
when all the observations come from the same underlying distribution. We now 
briefly examine the behaviour of ML estimators when this condition no longer holds. 
In fact, we replace (18.1) by the more general LF 


L(s]0,, - ~~, 0x) = f4(%1]0)fa(%a]9) - « «fa (%n1 8), (18.88) 


where the different factors f, on the right of (18.88) depend on possibly different func- 
tions of the set of parameters 6;,..., Ox. 
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It is not now necessarily true even that ML estimators are consistent, and in one 
particular class of cases, that in which the number of parameters increases with the 
number of observations (k being a function of m), the ML method may become in- 
effective. The two following examples illustrate the points. 


Example 18.16 
Suppose that ~, is a normal variate with mean 6, and variance o® > 0(¢ = 1,2,...,2). 
The LF (18.88) gives 
logL = — in log (2x) — 32 log )-5 zat (%,—4,)* 
and 


Sogh _w  Tee L 


ao) «2at' Dt 
yields the ML estimator 


a= LE (%)-6)) (18.89) 


But, since we only have one observation from each distinct normal distribution, we 
also have 


6, = x, (18.90) 
so that if we estimate o* and 6, (i = 1,2,..., ) jointly, (18.89) and (18.90) give 
& = 0, 


an absurd result. We cannot expect effective estimation of o? with one observation 
from each distribution: (18.90) is a completely useless estimator. 
However, the situation is not much improved if we have two observations from 
each of the normal distributions. We then have 
6, = eae =k, 
(18.91) 
= me z z s (9 0)” 


But since 


ef; E (eu) } = 5 ; 5, 


(cf. Example 17.3) we have from (18.91), for all n, 

E(6*) = jo%, 
so that 6? is not consistent, as Neyman and Scott (1948) pointed out. What has hap- 
pened is that the small-sample bias of ML estimators (18.14) persists in this example 
as n increases, for the number of distributions also increases with n. 


Other examples of the type of Example 18.16 have been discussed in the literature 
in connexion with applications to which they are relevant. We shall discuss these 
as they arise in later chapters, particularly Chapter 29. Here we need only emphasize 
that careful investigation of the properties of ML estimators is necessary in non- 
standard situations—it cannot be assumed that the large-sample optimum properties 
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will persist. For example, the ML estimator may not even exist (cf. Exercise 18.34) 
or there may be a multiplicity of ML estimators, some of which are inconsistent (cf. 
Exercise 18.35). 


The use of the Likelihood Function 

18.32 It is always possible, as Fisher (1956) recommends, to examine the course 
of the LF throughout the permissible range of variation of 6, and to draw a graph of 
the LF. While this may be generally informative, it does not seem to be of any immedi- 
ate value in the estimation problem. There has perhaps been a tendency to enshrine 
the LF as the repository of all the “‘ information” in the sample. The tendency is 
useful, but tautologous : the LF contains all the information in the sample precisely 
in the sense that, as we remarked in 17.38, the observations themselves constitute a set 
of jointly sufficient statistics for the parameters of any problem. This way of putting it 
has the merit of drawing attention to the fact that the functional form of the distribu- 
tion(s) generating the observations must be decided before the LF can be used at all, 
whether for ML estimation or otherwise. In other words, some information (in 
a general sense) must be supplied by the statistician: if he is unable or unwilling to 
supply it, resort must be had to the non-parametric hypotheses to be discussed in 
later chapters, and the quite different methods to which they lead. 


The estimation of location and scale parameters 

18.33 We may use ML methods to solve, following Fisher (1921a), the problem 
of finding efficient estimators of location and scale parameters for any given form of 
distribution. 

Consider a frequency function 


dF (x) = £(25°) 4") p>. (18.92) 
The parameter « locates the distribution and £ is a scale parameter. We rewrite 
(18.92) as 
dF = exp {g(y) }dy = exp {g(y) }ax/B, (18.93) 
where 
y = (#-2)/B, 


&(y) = logf(y). 
In samples of size n, the LF is 


log L(x|a, 6) = © g(yx)—nlog. (18.94) 
(18.94) yields the likelihood equations 
dlogL 1., 
Sm = -522'(y) = 0, 
- ib (18.95 
dlogL 1 fae, 


BE -Hene vied 8 
where g’(y) = ag(y)/dy. Under regularity conditions, solution of (18.95) gives the 
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ML estimators & and #. We now assume that for all permissible values of « and B 


5 (“*) = —5E le’ (9)} =0, 


A log L’ , 
& (2984) = —FIE (ve'(9) }+1] =0. 
As at (17.18), (18.96) will hold if we may differentiate under the integral signs on 
the left. We may rewrite (18.96) as 
E {g'(y)} = 0, (18.97) 

E {yg'(y)} = -1. (18.98) 

We now evaluate the elements of the inverse dispersion matrix (18.60). If 
E @logL\ _ -E dlogL dlogL 
0,00, ) 00, ° 00, /’ 

these are as follows. From (18.95), dropping the argument of g(y), we have 


2 (“38*) = FEC (18.99) 


Blog L\ _ 8 py sas 99! 
£ (AR) = Ele 9429+) 
which on using (18.98) becomes 
3 log L’ n ie 
E(28")=E 2-1). 18.100 
(FSB) = pee) (18.100) 
alogL\ _ n ta gl 
& (a) = pele +8"); 
which on using (18.97) becomes 
@logL\ _ 2 ” 
z( as ) = REE"): (18.101) 
(18.99-18.101) give, for the matrix (18.60), 
v= -fe(E, gy ). 18.102 
B \e"y gs’ y?-l : ‘ 
from which the variances and covariance may be determined by inversion. Of course, 
if 2 or B alone is being estimated, the variance of the ML estimator will be the reciprocal 
of the appropriate term in the leading diagonal of V-?. 


(18.96) 


Also 


18.34 If g(y) is an even function of its argument, i.e. the distribution is symmetric 
about a, (18.102) simplifies. For then 
g(y) = 8(-»), 
&'(¥) = -8'(-9), 
8" (y) = 8"(-9). (18.103) 
Using (18.103), we see that the off-diagonal term in (18.102) 
E {g"(y)y} = 0, (18.104) 
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so that (18.102) is a diagonal matrix for symmetric distributions. Hence the ML 
estimators of the location and scale parameters of any symmetric distribution obeying 
our regularity conditions will be asymptotically uncorrelated, and (since they are 
asymptotically bivariate normally distributed by 18.26) asymptotically independent. In 
particular, this applies to the normal distribution, for which we have already derived 
this result directly in Example 18.13. 


18.35 Even for asymmetrical distributions, we can make the off-diagonal term in 
(18.102) zero by a simple change of origin. Put 


z= ED. (18.105) 
Then 
ee’) = B{e" [s+ 3E4)]} 
so that iii hia 
E(g"z) = 0. (18.106) 


Thus if we measure from an origin as in (18.105), we reduce (18.102) to a diagonal 
matrix, and we obtain the variances of the estimators easily by taking the reciprocals 
of the terms in the diagonal. The origin which makes the estimators uncorrelated 
is called the centre of location of the distribution. The object of choosing the centre 
of location as origin is that, where iterative procedures are necessary, the estimators 
may be separately treated. 


Example 18.17 
The distribution 
1 —a\e-1 (x—a)) ,fx—@’ 
aF(8) = ey(*5*) ex] {- \a(5*), acgcx<go; B>0; p>2, 
Ore) MFI fe ee 
has its range dependent upon «, but is zero and has a zero first derivative with respect 
to « at its lower terminal for p > 2 (cf. Exercise 17.23), so our regularity conditions 
hold. Here 


&(y) = —log P'(p)+(p—1)logy—y, 
and 


m -p{-@-D\ 1 
Bee) = B{ Eo} = — aay 
a) — _(p-1) ‘eae 
E(e"y) e{ z } 1, 
E(g"y*) = E{—(p-1)} = -(p-1). 
Thus the centre of location is, from (18.105), 


E(e"y) _ 4 
Eg) ~?-* 
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The inverse dispersion matrix (18.102) is 


1 
y= zi (= ‘) (18.107) 
1 »p 
and its inverse, the dispersion matrix of & and , is easily obtained directly as 
= p -1 
vya(? rad *. 4 ) (18,108) 
ob ay 


If “ measure from the centre of location, we have for the uncorrelated estimators 
dy Buy 
var &, = a 18.109 
var B = B/(2n). pela 
Comparing (18.109) with (18.108) and (18.107), we see that var f is unaffected by the 
change of origin, while var@, equals var@ when « alone is being estimated. 


Efficiency of the method of moments 

18.36 In Chapter 6 we discussed distributions of the Pearson type. We were 
there mainly concerned with the properties of populations only and no question of 
the reliability of estimates arose. If, however, the observations are a sample from 
a population, the question arises whether fitting by moments provides the most efficient 
estimators of the unknown parameters. As we shall see presently, in general it does not. 

Consider a parent form dependent on four parameters. If the ML estimators of 
these parameters are to be obtained in terms of linear functions of the moments (as 
in the fitting of Pearson curves), we must have 


oust = agta,Exta,Ex+a,Ee+q0e4, rol,...,4, (18110) 


and consequently 
S(%| Oz, ..., 04) = exp (bo +b, x+b,x*+5, 2° +b, x4), (18.111) 

where the b’s depend on the 6’s. This is the most general form for which the method 
of moments gives ML estimators. The b’s are, of course, conditioned by the fact 
that the total frequency shall be unity and the distribution function converge. 

Without loss of generality we may take b, = 0. If, then, b, and & are zero, the 
distribution is normal and the method of moments is efficient. In other cases, (18.111) 
does not yield a Pearson distribution except as an approximation. For example, 


shel = 2byx+3byx2 440,22. 


If b, and 8, are small, this is approximately 
Glog f _ ___2bx_ 


dx | 3by, (18.112) 
1 2," a 


which is one form of the equation defining Pearson distributions (cf. (6.1) ). Only 
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when 5, and 4, are small compared with 5, can we expect the method of moments to 
give estimators of high efficiency. 


18.37 A detailed discussion of the efficiency of moments in determining the para- 
meters of a Pearson distribution has been given by Fisher (1921a). We will here quote 
only one of the results by way of illustration. 


Example 18.18 


Consider the Gamma distribution with three parameters, «, ¢, p, 


= xo (s) {-(*)}e agxeg wo; «>0; p>z2. 
For the LF, we have 


logL = —nplogo—nlog I'(p)+(p—1) Zlog(x—a)—Z (x—«)/o. 
The three likelihood equations are 
dlogL _ 
da. 
dlogL 
aa 


=r 
= see =0, 
oer = log a—n $ log T'(p)+ Zlog(x—«) = 0. 


Taking the parameters in the above order, we have for the inverse dispersion matrix 
(18.60) 
1 1 


o*(p—2) o(p—1) 


< 
Lu 
rl 
3 
ns 

ale She Ye 
l— 


a log T'(f) 


a(P=1) dp 
with determinant , a1 r(p) - ; 
— = S$. 0g —~ +--+ 
[Vt Bm eet 


From this the sampling variances are found to be 
regen cll {ornare i}, 


ea 
4 Searle) 1 
are = Rape eG 
_ 2 _ 2 Sfp dtlogT(p)__ 2 1 
ee ey pet it Gay} 18413) 


Now for large p, using Stirling’s series, 
a _@ fi ogi A 
Gloel (142) = Ff Noe On) +(0+Dlogp—P+ 75 — aera 
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We then find 


1ji_1 1 
2 Flog P(1+9)—F+ 3 = poeta aa 
and hence approximately, from (18.113), 
var 6 S{(p-19+30-D}. (18.114) 


If we estimate the parameters by equating sample-moments to the appropriate moments 
in terms of parameters, we find 
atop =m, 
ap = my, 
2o°p = my 
so that, whatever « and o may be, 
b, = m3/m3 = 4/p, (18.115) 
where 5, is the sample value of 8,, the skewness coefficient. Now for estimation by 
the method of moments . 10.15), 


varb, = Bs a (Be 248+ 36+ 9B; By—128,+35B,}, 


which for the present distribution reduces to 

= A 6(P+1)(P+5) (18.116) 
n p 

Hence, from (18.115) we have for J, the estimator by the method of moments, 


var b, 


varp = F vat, = £p(p+1)(p+5). 


For large p the efficiency of M estimator is then, from (18.114), 
var p _ {(p—1?+4(p-1)} 
varp = p (p+ 1)(P +5) 

which is evidently less than 1. When p exceeds 39-1 (8, = 0-102), the efficiency is 

over 80 per cent. For p = 20 (f, = 0:20), it is 65 per cent. For p = 5, a more 
dp? 


exact calculation based on the tables of the trigamma function 
that the efficiency is only 22 per cent. 


EXERCISES 


18.1 In Example 18.7 show by considering the case n = 1 that the ML estimator 
does not attain the MVB for small samples ; and deduce that in this case the efficiency 
of the sample mean compared with the ML estimator is }. 


18.2 Show that the most general form of distribution, differentiable in 6, for which 
the ML estimator of @ is the sample arithmetic mean <, is 
f(x] 6) = exp {A (0) +A’ (6) (x—0) + B(x) } 


and hence that # must be a sufficient statistic for 0, with MVB variance of —— ae Of 
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18.3. Show that the most general continuous distribution for which the ML 
estimator of 4 parameter 6 is the geometric mean of the sample is 
x 


04'(6) 
S(%|6) = () exp {A (6) + B(x) }. 


Show further that the corresponding distribution having the harmonic mean as ML 
estimator of @ is 


1010) = exp [04 O)-A(O}-4 +860). 
(Keynes, 1911) 


18.4 In Exercise 18.3, show in each case that the ML estimator is sufficient for 0, 
but that it does not attain the MVB in estimating 9, in contrast to the case of the arithmetic 
mean in Exercise 18.2. Find in each case the function of @ which is estimable with 
variance equal to its MVB, and evaluate the MVB. 


18.5 For the distribution 
dF (x) < exp{—(x—%)/B}dx, O<acx B, 
show that the ML estimators of « and f are x1) and xin) respectively, but that these are 
not a sufficient pair for a and £. 


18.6 Show that for samples of nm from the extreme-value distribution (cf. (14.66) ) 
dF (x) = aexp {—a(x—)—exp[—a(x—)] } dx, -O€x< ow, 
the ML estimators & and fi are given by 
1 ZDxe- 


and that in large samples 


cov (3,A) = —(1—y)/(27/6), 
where y is Euler’s constant 0°5772. .. . (B. F. Kimball, 1946) 


18.7 If x is distributed in the normal form 


— 3 
aF (x) = sven? {-2("s") pen -~oO<€x< OW, 
the lognormal distribution of y = e* has mean 6, = exp(u+ o") and variance 
6, = exp(2u-+ 0%) {exp(o*)—1}. (Cf. (6.63).) 
Show that the ML estimator of 0, is 
6, = exp(¥+4s*), 
where < and s* are the sample mean and variance of x, and that 


1) 0% ~Hn-1) 
E() = E (exp(#) }E (exp (ds") } = trexp{—© ~~ Ak (: -§) > Oy, 
so that 6, is biassed upwards. Show that E(6,) —> 6,, so 9, is asymptotically unbiassed. 
a> @o 
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18.8 In Exercise 18.7, define the series 
3 n—-1 e _ (w-1)* e 
JO = tet it we GeD st 
Show that the adjusted ML estimator 
6, = exp (2) f(4s") 
is strictly unbiassed. Show further that 6, > 6, for all samples, so that the bias of 6, 


over 6, is uniform. 
(Finney, 1941) 


18.9 In Exercise 18.7, show that 
var 6, = E {exp (2%) } E {exp (s*) }— (E(6,) }* 


= exp (2u+0%/n) [= {o%/n} (: 7 a -(1 =) | 


n 
exactly, with asymptotic variance 
1 
var 8, ~ exp(2u+o%).- (08+ 30%), 


and that this is also the asymptotic variance of 6 in Exercise 18.8. Hence show that the 
unbiassed moment-estimator of 6,, 


1 
j= uy 


has efficiency 
(o* + 30°)/ {exp (o*) — 1}. 
(Finney, 1941) 


18.10 A multinomial distribution has classes, each of which has equal probability 
1/n of occurring. In a sample of N observations, k classes occur. Show that the LF 
for the estimation of n is 


N! 1\¥ k! 
Lk|n) = = (;) (i): — 
TI (rs!) TI (m;!) 
f=1 j= 
where 7;(> Q) is the number of observations in the ith class and my is the number of 


classes with j(> 1) observations in the sample. Show that the ML estimator of n is fi 
where 


and hence that approximately 


WA A 
% 8 \G—Rsip 


and that & is sufficient for m. Show that for large N, 
n 


var A ~ —_————— 
=O) 
(Lewontin and Prout, 1956) 
18.11 In Example 18.14, verify that the ML estimators (18.78) are jointly sufficient 


for the five parameters of the distribution, and that the ML estimators (18.74-75) are 
jointly sufficient for 0, o3 and p. 
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18.12 In estimating the correlation parameter p of the bivariate normal population, 
the other four parameters being known (Examples 18.14 and 18.15, case (a)), show that 
the sample correlation coefficient (which is the ML estimator of p if all five parameters 
are being estimated—cf. (18.78)) has estimating efficiency 1/(1+ *). Show further 
that if the estimator 


13 (e-w)(y- md) 
eae —_— 


O10, 
is used, the efficiency drops even further, to 


(ise) 


18.13 If x¢ is a normally distributed variate with mean 6 and variance oj (i = 1, 
2,...,2), show that, for any n, the ML estimator of 6 has least variance among unbiassed 
linear combinations of the observations (cf. Exercise 17.21). 


(Stuart, 1955a) 


18.14 In Examples 18.14 and 18.15, find the ML estimators of 4, when all other 
parameters are known, and of oj similarly, and show that their large-sample variances 
404 (1 —p?) 

n(2—p*) ° 
o? when the other three parameters are known, and evaluate their large-sample dispersion 
matrix. 


are respectively o7(1—p*)/n and Find the joint ML estimators of 4, and 


18.15 In Example 18.17, derive the results (18.109) for the uncorrelated estimators 
&, and fy, measured about the centre of location. 


18.16 Show that the centre of location of the Pearson Type IV distribution 


dF « exp {-rarctan ()} {1+(Sy pra -o<xE oO, 


where » and p are assumed known, is distant aa to the left of the mode of the 
distribution. 
(Fisher, 1921a) 


18.17 For the distribution of Exercise 18.16 show that the variance of the ML 
estimator in large samples is 
1 (@+1)@+2)+4) 


fi (p+4)t+e ” 
and that the efficiency of the method of moments in locating the curve is therefore 
_ PAA) ((0+4)8+ 94} 


(p+ 1) (+2) (p+4) (pt + vty 
(Fisher, 1921a) 


18.18 Members are drawn from an infinite population in which the proportion 
bearing a given attribute is 2, the drawing proceeding until a2 members bearing that 
attribute have appeared. The sample number then attained is ». Show that the distri- 
bution of is given by 


(o=1)a-ars, n=a,a+1,a+2,..., 


ESTIMATION : MAXIMUM LIKELIHOOD 1 


and that the ML estimator of is a/n. Show also that this is biassed and that its asymp- 
totic variance is 2*(1—2)/a. 


18.19 In the lognormal distribution of Exercises 18.7-8, consider the estimation of 
the variance 6,. Show that the ML estimator 


8, = exp (2245%){exp(+!)-1} 
is biassed and that the adjusted ML estimator 
6, = exp (28) {re =f ee “)} 
is unbiassed. 
18.20 In Exercise 18.19, show that asymptotically 
var 6, ~ 7 exp (4u+ 208) 2 {exp (o!)—1}*+0 (2exp (o")—1} 
and hence that the efficiency of the unbiassed moment-estimator 
#= 20-5 
18 


2ot[2 {exp (o%)— 1}*+0% (exp (0) —1}*] 


{exp (0%) = 1}* {exp (40%) — 2 exp (308) +3 exp (20) — 4} 
(Finney, 1941) 
18.21 For a normal distribution with known variance o* and unknown mean pu 


restricted to take integer values, show that the ML estimator f is the integer value nearest 
to the sample mean <, and that its sampling distribution is given by 


1 (A—t+d) vin)/e = 
aF = {ram e ath aa 


(A-2-) Vied/e 
Hence show that A is unbiassed. 


18.22 In the previous Exercise, show that f is a consistent estimator of # with 


asymptotic variance 
Bot\# - 
varA~ |) exp( sa)» 


decreasing exponentially as n increases. 
(Hammersley, 1950) 


18.23 In the previous Exercises, define a statistic T by $7 = the integer value 
nearest to 4%. Show that 
var T < varf, when yp is even, 
varT~ 1, when 4 is odd, 
and hence that T is consistent or not according to whether 4 is an even integer or not. 
(Hammersley, 1950; discussion by C. Stein) 


18.24 For a sample of n observations from f(x |6) grouped into intervals of width h, 
write 
z+hh 
s\0,0) = f foley 
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Show by a Taylor expansion that 


af («| 4) 
he ost 
f(e|6, h) = = weinfsas +H FED a2] 


and hence, to the first approximation, that the correction to be made to the ML estimator 


6 to allow for grouping is 
= Ox8 
1a \F 


Az- cya E Soe 
2 ai ap (logs) 
the value of the right-hand side being vis at 6. 
(Lindley, 1950) 


18.25 Using the last Exercise, show that for estimating the mean of a normal popula- 
tion with known variance, A = 0, while in estimating the variance with known mean, 
A = —h/12. 

Each of these corrections is exactly the Sheppard grouping correction to the corres- 
ponding population moment. To show that the ML grouping correction does not 
generally coincide with the Sheppard correction, consider the distribution 

aF = e*/8dx/f, 8>0; O<x< ~, 
where 6 = %, the sample mean, and the correction to it is 
1” 
12 #’ 
whereas the Sheppard correction to the population mean is zero. 


Am me 
(Lindley, 1950) 


18.26 Writing the negative binomial distribution (5.33) as 


f= a ae (wr) r=0, 1, 2, «065 


show that for a sample of n independent observations, with m, observations at the value 
r and m) <n, the ML estimator of m is the sample mean 
m= i, 
while that of k is a root of 
1 EN a Sy De 

: o«(1+3) Fe okee 
Show that as k decreases towards zero, the right-hand side of this equation exceeds the 
left, and that if the sample variance s? exceeds 7 the left-hand side exceeds the right as 
k—» ©, and hence that the equation has at least one finite positive root. On the other 
hand, if s? < 7, show that the two sides of the equation tend to equality as k —» 00, so 


that k = 00, and f, reduces to a Poisson distribution with parameter m. 
(Anscombe, 1950) 


18.27. In the previous exercise, show that 
var mt = (m+ m*/k)/n, 
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j m \s-1 
. =o j+1 mt+k 
pw (Geo) / J, 42 3 VtTAmee 
o( m ) jn2 h+j 
m+k j-1 


cov (in, k) ~0. 
(Anscombe (1950) ; Fisher (1941) investigated 
the efficiency of the method of moments in 
this case.) 


18.28 For the Neyman Type A contagious distribution of Exercise 5.7, with fre- 
quency function f,, show that the ML estimators of 4,, 4, are given by the roots of the 


equations - 
Ay =Z pm (74+ 1) fra i/ (fr), 
Ua, = 7, 
where n,, 7 have the same meanings as in Exercise 18.26. 

(Shenton (1949), who investigated the efficiency of the 
method of moments in this case and found it to be 
relatively low (< 70%) for small A, (< 3) and large 
A, (> 1). In later papers (1950, 1951) this author 
developed a determinantal expansion for evaluating the 
efficiency of using moments in the general case and in 
the particular case of the Gram-Charlier Type A series.) 


18.29 For the “‘ logistic” distribution 

1 
1 +exp {—(@+ Bx) }’ 
show that the ML estimators of « and f are roots of the equations 
3 _ xtexp(— x1) E exp (— Bx) 


ini 1 +exp {—(@+ xe) }/ soi 1+exp (-(@+ Bx} 
a2 _ op(—be) 
Ome Lite (+ hoy 


F(x) = -O<x< QO, 


Hele 
B 


18.30 Independent samples of sizes ,, , are taken from two normal populations 
with equal means 4 and variances respectively equal to Jo*, o*. Find the ML estimator 
of 4, and show that its large-sample variance is 


var (4) = #/(j+m). 


Hence show that the unbiassed estimator 
t = (md, + m3%,)/(n, +m) 
has efficiency 
za tlmited .. 
(nyA+ ny) (1 +2,A)’ 
which attains the value 1 if and only if 4 = 1. 


18.31 For a sample of 7 observations from a normal distribution with mean @ and 
variance V (6), show that the ML estimator 6 is a root of 
20-64" JE (u— ey 
V’=2(8 + D5 (x— 6), 
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and hence that if V (6) =0*6*, where o* is known, 6 is a function of both # and © x unless 
k = 0 (when 6 = &, the single sufficient statistic) or k=1 (when 6 is a function of Lx? 
only). 


18.32 3, Ys; -- +, Yn are independent normal variates with 
Er) = 16, 
vary, = rot. 

Show that the ML estimator of 6 is 


o~(23)/(4)) 


and that 6 is unbiassed and exactly normally distributed with 


er / (3 *) 


so that the efficient estimator has variance decreasing with (logz)-' asymptotically. 
(This example is due to D. R. Cox) 


18.33 Show that if, as in Exercise 18.32, the efficient estimator has asymptotic vari- 
ance of order (log 2)~*, s > 0, and efficiency is defined as in 17.29, every inefficient esti- 
mator has efficiency zero. 


18.34 A sample of m observations is drawn from a normal population with mean 4 
and a variance which has equal probabilities of being 1 or o*. Show that as n—> 00 no 
ML estimator of (4, o*) exists. 

(Kiefer and Wolfowitz, 1956). 


18.35 A sample of m observations is taken from a continuous frequency function 
f(x), defined on the interval 0 < x < 1, which is bounded by 0 < f(x) < 2. Show that 
an estimator F(x) of F(x) is a ML estimator if and only if j F@)dx = 1, (x) is con- 

° 


tinuous and f(x) = 2, i=1, 2, ..., . Hence show that many inconsistent ML 
estimators, as well as consistent ML estimators, exist. 
(Bahadur, 1958) 


CHAPTER 19 
ESTIMATION : LEAST SQUARES AND OTHER METHODS 


19.1 In this chapter we shall examine in turn principles of estimation other than 
that of Maximum Likelihood (ML), to which Chapter 18 was devoted. The chief 
of these, the principle (or method) of Least Squares (abbreviated LS), while concep- 
tually quite distinct from the ML method and possessed of its own optimum properties, 
coincides with the ML method in the important case of normally distributed observa- 
tions, The other methods, to be discussed later in the chapter, are essentially com- 
petitors to the ML method, and are equivalent to it, if at all, only in an asymptotic 
sense. 


The method of Least Squares 
19.2 We have seen (Examples 18.2, 17.6) that the ML estimator of the mean 
in a sample of from a normal distribution 


dF(y) = wom? {- (2 a }y (19.1) 
is obtained by maximizing the Likelihood Function 
log L(y|a) = —prlog(2not)— a7 & (94-1) (19.2) 
with respect to 4. From inspection of (19.2) it is cope when 
Zor (19.3) 


is minimized. The ML principle therefore tells us to choose fi so that (19.3) is at 
its minimum. 

Now suppose that the population mean, x, is itself a linear function of parameters 
(i= 1, 2,...,k). We write 


k 
w= 2x0, (19.4) 

i=l 
where the x, in (19.4) are not random variables but known constant coefficients com- 


bining the unknown parameters 0, If we now wish to estimate the 6, individually, 
we have, from (19.3) and (19.4), to minimize 


n k 2 
= (y- = x40) (19.5) 
j=l jel 


with respect to the @,. We may now generalize a stage further : suppose that, instead 
of the n observations coming from identical normal distributions, the means of these 
distributions differ. In fact, let 


rk 
= 2x6, jg=1,2,...,2. (19.6) 
int 
15 
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We now have to minimize 
3 
€ 


= (9,- E546) (19.7) 
z (9-2 


with respect to the 6. 


19.3. The LS method gets its name from the minimization of a sum of squares 
as in (19.7). As a general principle, it states that if we wish to estimate the vector of 
parameters @ in some expression p (x, 8) = 0, where the symbol x represents an observa- 
tion, we should choose our estimator 6 so that 


E {p(x,6) } 
j=l 


is minimized. 

As with any other systematic principle of estimation, the acceptability of the LS 
method depends on the properties of the estimators to which it leads. Unlike the 
ML method, it has no general optimum properties to recommend it, even asymptotically. 
However, in an extremely important class of situation, it does have the optimum prop- 
erty, even in small samples, that it provides unbiassed estimators, linear in the 
observations, which have minimum variance (MV). This situation is usually described 
as the linear model, in which observations are distributed with constant variance about 
(possibly differing) mean values which are linear functions of the unknown parameters, 
and in which the observations are all uncorrelated in pairs. This is just the situation 
we have postulated at (19.6) above, but we shall now abandon the normal distribution 
assumption which underlay the discussion of 19.2, since this is quite unnecessary to 
establish the optimum property of LS estimators. We now proceed to formalize the 
problem, and we shall find it convenient, as in Chapter 15, to use the notation and 
terminology of matrix and vector theory. 


The Least Squares estimator in the linear model 
19.4 We write the linear model in the form 
y = X6+e, (19.8) 
where y is an (n x 1) vector of observations, X is an (n x k) matrix of known coefficients 
(with m > k), @ is a (kx 1) vector of parameters, and € is an (n x 1) vector of “‘ error ” 
random variables with 
E(e) =0 (19.9) 
and dispersion matrix 
V(e) = E(ee’) = oI (19.10) 
where I is the (xm) identity matrix. (19.9) and (19.10) thus embody the assumptions 
that the e, are uncorrelated, and all have zero means and the same variance o%. These 
assumptions are crucial to the results which follow. The linear model can be generalized 
to a less restrictive situation (cf. 19.17 and Exercises 19.2 and 19.5), but the results 
are correspondingly changed. 
The LS method requires that we minimize the scalar sum of squares 


S = (y—X6)'(y—X6) (19.11) 
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for variation in the components of @. A necessary condition that (19.11) be minimized 
is that 


= 0. 
Differentiating, we have 
2X’ (y—X6) = 0, 
which gives for our LS estimator the vector 
6 = (XX) X’y, (19.12) 


where we assume that (X’X), the matrix of sums of squares and products of the ele- 
ments of the column-vectors composing X, is non-singular and can therefore be inverted. 


Example 19.1 
Consider the simplest case, where 8 is a (1x1) vector, i.e. a single parameter. 
We may then write (19.8) as 
y=x6+e 


where x is now an (nx1) vector. The LS estimator is, from (19.12), 
6 = (x’x)"1x'y 


n Lt z 
=z = xf. 
Ean / 3, ZT 


Example 19.2 
Suppose now that @ has two components. The matrix X now consists of two 
vectors X,, X_. The model (19.8) becomes 


6 
y = («2:) ()+s 
and the LS estimator is now, from (19.12), 
0- (32 2%)*(2), 
xx, xx) \xy, 

_ f{ Uxe Uxye\-1 (Bey 

~ \Zx,x, Dad Ux,y)’ 
where all summations are over the suffix j = 1, 2,..., . Since (X’X) is the matrix 
of sums of squares and cross-products of the elements of the column-vectors of X, 
and X’y the vector of cross-products of the elements of y with each of the x-vectors 


in turn, the generalization of this example to a @ with more than two components 
is obvious. 


Example 19.3 
In Example 19.2 we specialize so that x, = 1, a vector of units. Hence, 


6-(” Zx,\-1/ Ly 
(dae, Dx¥ Uxgy, 
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and we now invert the first matrix directly, obtaining 
( es 3Sa\~ 1 ( r+, cae 


Ex, Ea3) ~ {nUai—(Sx,)}\-rx, on 


Multiplying this by ie ) we have 
2. 


6=- —-. 1 (Ret y-ta Bm 
{nXxd—(Zx,)? }\-Ux.lytnlx,y/’ 
so that 
6 _ LxgLy—Ulxylxy 
1 ndx8—(Zx,)? ’ 
_ nix y—Ux,ly 
2 nZxd-(Ex,)* 
Simplifying, 
155 See ly 
an a nen % _ Ele 29-9), 
geat-(Z2s), X(*.—¥,)* 
n n 


and hence 

6, =%5 —6,2, 
It will be seen that 6, is exactly of the form of 6 in Example 19.1, with deviations 
from means replacing those from origins. This is a general effect of the introduction 
of a new parameter whose x-vector consists wholly of units (see Exercise 19.1). 


19.5 We may now establish the unbiassedness of the LS estimator (19.12). Using 
(19.8), it may be written 


6 = (X’X)-1X’(KO+e) = 6+(X’X)X’e. (19.13) 
Since X is constant, we have, on using (19.9), 
E(6) = 0 (19.14) 


as stated. The dispersion matrix of 6 is 
V(6) = E {(6—6)(6—6)' }, 
which, on substitution from (19.13), becomes 
V (6) = E{[(X’X)*X’ ][(X’'X)X’ e]} 
= (X’X)-'X’ E(ee’)X(X'X)-1. (19.15) 
Using (19.10), (19.15) becomes 
V (6) = 02(X’X)-. (19.16) 
(19.12) and (19.16) make it clear that the computation of the vector of LS estimators 
and of their dispersion matrix depends essentially upon the inversion of the matrix 
of sums of squares and cross-products (X’X). In the simpler cases (cf. Example 19.3) 
this can be done algebraically. In more complicated cases, it will be necessary to 
carry out the inversion by numerical methods, such as those described by L. Fox (1950) 
and by L. Fox and Hayes (1951). 
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Example 19.4 
The variance of 6 in Example 19.1 is, from (19.16), 
var (6) = o%/Ex3. 


Example 19.5 
In Example 19.2 we have 
=x Ex,x,\1 
i ot 1 1*2 
cc = (Gn aa) 
= = LL ot ( ux, —Zx, x, 
{Z xf Ux§— (2x, 44) }\—Txay xa 7 
so that, from (19.16), 
var (6,) = eae by NOR A 
: {Zaz Zx3— (Lx, x,)* } Ext 1 — (2149) . 
x Ux xz 


and var (6,) is the same expression with suffixes 1 and 2 interchanged. The covariance 


term is 
—@Lx, x, 


{2afZag— (Ex, x,)*} 
and this is zero if, and only if, Dx,x, = 0. 


cov (5,, 6,) = 


Example 19.6 
We found in Example 19.3 that ‘ 
xy1=- 1 _ [22-4 
(XX) E (ey ¥y ("> : ) 
2 
From (19.16), we therefore have 
var (6,) = 0? Ex8/E(*4—%4)', 
var (6,) = o°/ (x,—%,)%, 
cov (6, 6) = —o*#,/E (x,—¥,)*. 
Var (6,) is, as is to be expected, var(6) in Example 19.4, with deviations from the 
mean in the denominator. 6, and 6, are uncorrelated if and only if #, = 0. 


Optimum properties 

19.6 We now show that the MV unbiassed linear estimators of any set of linear 
functions of the parameters 6, are given by the LS method. This may be very elegantly 
demonstrated by a method used by Plackett (1949) in a discussion of the origins of 
LS theory which makes it clear that the fundamental results are due to Gauss. 

Let t be any vector of estimators, linear in the observations y, i.e. of form 

t=Ty. (19.17) 

If tis to be unbiassed for a set of linear functions of the parameters, say C @, we must 
have 


E(t) = E(Ty) = Ce 
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(where C is a known matrix of coefficients), which on using (19.8) gives 


E{T(X6+e)}=Cé (19.18) 
or, using (19.9), 
TX =C. (19.19) 
The dispersion matrix of t is 
V(t) = E {(t—C6)(t-Cé)’ } (19.20) 
and since, from (19.17), (19.8) and (19.19) 
t-C@=Te, 


(19.20) becomes 

V(t) = E(Tee’T’) 

=oTT (19.21) 
from (19.10). We wish to minimize the diagonal elements of (19.21), which are the 
variances of our set of estimators. 
Now the identity 
TT’ = {C(®’X)? X’ } (CQ’X) XY 

+ {T—C(X’X)-X’} {T-—C(X’X)-2 KX’ }’— (19.22) 
is easily verified by multiplying out its right-hand side, which is the sum of two terms, 
each of form AA’. Each of these terms therefore has non-negative diagonal elements. 
But only the second term on the right of (19.22) is a function of T. The sum of the 
two terms therefore has strictly minimum diagonal elements when the second term 
has all zero diagonal elements. This occurs when 


T = C(®’X)" xX’, (19.23) 
so that the MV unbiassed vector of estimators of C6 is, from (19.17) and (19.23), 
t = C(X’X)""X’y, (19.24) 

in which @ is simply replaced by its LS estimator (19.12), i.e. 
t = C6, (19.25) 


and from (19.21) and (19.23) 

V(t) = o® C(X’X)7C’. (19.26) 
If C =I, the identity matrix, so that we are estimating the vector @ itself, (19.24) 
and (19.26) reduce to (19.12) and (19.16) respectively. 


19.7 It is instructive to display this result geometrically, following Durbin and 
Kendall (1951). We shall here discuss only their simplest case, where we are esti- 
mating a single parameter 6 from a sample of n observations, all with mean 6 and 
variance o*, Thus 

Ys = O+8;, j=1,2,...,%, 
which is (19.8) with k = 1 and X an (nx1) vector of units. We consider linear 
estimators 
t= Ley, (19.27) 
a 
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the simplest case of (19.17). ‘The unbiassedness condition (19.19) here becomes 
rig =1. (19.28) 


Consider an n-dimensional Euclidean space with one co-ordinate for each c,, We call 
this the estimator space. (19.28) is a hyperplane in this space, and any point P in 
the hyperplane corresponds uniquely to one unbiassed estimator. Now since the y, 
are uncorrelated, we have from (19.27) 


vart = ane (19.29) 


so that the variance of t is o?OP?, where O is the origin in the estimator space. It 
follows at once that ¢ has MV when P is the foot of the perpendicular from O to the 
hyperplane. By symmetry, we must then have every c; = 1/n and t = ¥, the sample 
mean. 

Now consider the usual n-dimensional sample space, with one co-ordinate for each 
x. The bilinear form (19.27) establishes a duality between this and the estimator 
spa. For any fixed #, a point in one space corresponds to a hyperplane in the other, 
while for varying ¢ a point in one space corresponds to a family of parallel hyperplanes 
in the other. To the hyperplane (19.28) in the estimator space there corresponds 
the point (t, ¢,..., ¢) lying on the equiangular vector in the sample space. If a vector 
through the origin is orthogonal to a hyperplane in one space, the corresponding 
hyperplane and vector are orthogonal in the other space. 

It now follows that the MV unbiassed estimator will be given in the sample space 
by the hyperplane orthogonal to the equiangular vector at the point L = (J, j,... 5). 
If 0 is the sample point, we drop a perpendicular from Q on to the equiangular vector 
to find L, icc. we minimize QL? = X(y,—t). Thus we minimize a sum of squares 


in the sample space and consequently minimize the variance (another sum of squares) 
in the estimator space, as a result of the duality established between them. 


19.8 A direct consequence of the result of 19.6 is that the LS estimator § minimizes 
the value of the generalized variance for linear estimators of @. This result, which 
is due to Aitken (1948), is exact, unlike the equivalent asymptotic result proved for 
ML estimators in 18.28. We give Daniels’ (1951-2) proof. 

The result of 19.6, specialized to the estimation of a single linear function c’@, 
where c’ is a (1 xk) vector, is that 

var (c’6) < var(c’u), (19.30) 
where 6 is the LS estimator, and u any other linear estimator, of 8. We may rewrite 
(19,30) as 

; e'Ve < e’De, (19.31) 
where V is the dispersion matrix of 6 and D is the dispersion matrix of u. 
Now we may make a real non-singular transformation 
c= Ab (19.32) 
which simultaneously diagonalizes V and D. Using (19.32), (19.31) becomes 
b’(A’VA)b < b’(A’DA)b, (19.33) 
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where the bracketed matrices are diagonal. By suitable choice of b, it is easily seen 
that every element of (A’VA) cannot exceed the corresponding element of (A’D A). 
Thus the determinant 
|AVA| < |A'DA|, 
ie., 
[AIF [Al < [A'IIDILAL, 

or 

[VI <|DI, (19.34) 
the required result. 


Estimation of variance 

19.9 The result of 19.6 is the first part of what is now usually called the Gauss 
theorem on LS. The second part of the theorem is concerned with the estimation 
of the variance, o?, from the observations. 

Consider the set of “ residuals’”’ in LS estimation, 


y—X6 = [X60+e]—X[(X’X)"X’ (X6+6)], (19.35) 
by (19.8) and (19.12), The terms in 6 cancel, and (19.35) becomes 
y—X6 = {1,—-X(X’X)X}e, (19.36) 


where I, is the identity matrix of order n. 

Now the matrix in braces on the right of (19.36) is symmetric and idempotent, 
as may easily be verified by transposing and by squaring it. Thus the sum of squared 
residuals is 

(y—X6)’ (y—X6) = e’{1,-X(X’X)" Xe. (19.37) 
Now 
e' Be = x bet X byee;. 
‘ t6j 
Thus, from (19.10), 
E(e'Be) = o*trB. (19.38) 
Applying (19.38), we have from (19.37) 
E{(y—X6)' (y—X6)} = o*tr {1,-X(X'X)7X} 
= o*[tr,—tr {K(X X)*X’} ], (19.39) 
and we may commute the matrices X (X’X)~-! and X’ under the trace operator, con- 
verting the product from an (# x) to a (kxk) matrix. The right-hand side of (19.39) 
becomes 
= o {trl,—trX’.X(X'X)>} 
= o(trL,—trI,), 


so that 
E{(y—X6)'(y—X6)} = o2(n—A). (19.40) 
Thus an unbiassed estimator of o* is, from (19.40), 
—1 (y—X8) (y—X6) ie (19.41) 


the sum of squared residuals divided by the number of observations minus the number 
of parameters estimated. 
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This result permits unbiassed estimators to be formed of the dispersion matrices 
at (19.16) and (19.26), simply by putting s? of (19.41) for o* in those expressions. 


Example 19.7 
The unbiassed estimator of o? in Examples 19.1 and 19.4 is, from (19.41), 


1 n 
is Fd ee 
so that var (6) is estimated unbiassedly by s*/Z x3. 
i] 


Example 19.8 
In Examples 19.2 and 19.5, the unbiassed estimator of o* is, from (19.41), 


1 n 
oS eo (95-1591 -4456,)%, 


(7) = 1 ( Ux, Bee eee 
64) Qix2E g- (Ex, 2,)*} —Ixty zat = xsy, 
- 1 i" oe ea econ | 
{2x2 D2 — (Lx, x4)? }\ Dal xgy—Lx,xUx,y/)’ 
and we reduce this to the situation of Examples 19.3 and 19.6 by putting all x,, = 1. 


The normality assumption 

19.10 All our results so far have assumed nothing concerning the distribution 
of the errors, ¢,, except the conditions (19.9) and (19.10) concerning their first- and 
second-order moments. It is rather remarkable that nothing need be assumed about 
the forms of the distributions of the errors: we make unbiassed estimators of the 
parameters and, further, unbiassed estimators of the sampling variances and covariances 
of these estimators, without distributional assumptions. However, if we wish to test 
hypotheses concerning the parameters, distributional assumptions are necessary. We 
shall be discussing the problems of testing hypotheses in the linear model in Chapter 24 ; 
here we shall only point out some fundamental features of the situation. 


where 


19.11 If we postulate that the e; are normally distributed, the fact that they are 
uncorrelated implies their independence (cf. 15.3), and we may use the result of 15.11 
to the effect that an idempotent quadratic form in independent standardized normal 
variates is a chi-squared variate with degrees of freedom given by the rank of the 
quadratic form. Applying this to the sum of squared residuals (19.37), we have, in 
the notation of (19.41), the result that (n—k)s?/o* is a chi-squared variate with (n—k) 
degrees of freedom. 

Further, we have the identity 

y'y = (y—X6)'(y—X6) +(x6)' (x6), (19.42) 
which is easily verified using (19.12). The second term on the right of (19.42) is 
6'X'X6 = y’X(X'X)-1X’y = (€'+0'X’)X(X'X)*X'(KO+e). (19.43) 
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From (19.43) it follows that if 6 = 0, 


6x’ x6 = e’X(X’X)-'X’e, (19.44) 
and (19.42) may then be rewritten, using (19.37) and (19.44), 
e’e= e {1,—X(X’X)"'X’ e+e’ {KX(X'X)'X’ }e. (19.45) 


We have already seen in 19.9 that the rank of the first matrix in braces on the 
right of (19.45) is (n—k), and we also established there that the rank of the second 
matrix in braces in (19.45) is k. Thus the ranks on the right-hand side add to 2, 
the rank on the left, and Cochran’s theorem (15.16) applies. Thus the two quadratic 
forms on the right of (19.45) are independently distributed (after division by o% in 
each case to adjust the scale) like chi-squared with (n—k) and k degrees of freedom. 


19.12 It will have been noticed that, in 19.11, the chi-squared distribution of 
(y—X6)' (y—X6) holds whatever the true value of , while the second term in (19.42), 
(X6)' (X6), is only so distributed if the true value of 6 is 0. Whether or not this 
is so, we have from (19.43), using (19.9), 


E{ (X6)’ (K6)} = E{e’X(X’X)-'X’e} +0’ X' XO. (19.46) 
We saw in 19.9 that the first term on the right has the value ko*®. Thus 
E{ (X6)’ (X6)} = ko*+(X6)' (X8), (19.47) 


which exceeds ko? unless X@ = 0, which requires @ = 0 unless X takes special values. 
Thus it is intuitively reasonable to use the ratio (X6)’ (X6)/(ks*) (where s?, defined 
at (19.41), aleoays has expected value o*) to test the hypothesis that @ = 0. We shall 
be returning to the justification of this and similar procedures from a less intuitive 
point of view in Chapter 24. 


The singular case 

19.13 In our formulation of the linear model in 19.4, we assumed that the number 
of observations m was greater than k, the number of parameters to be estimated ; and 
that the matrix (X’X) was non-singular. We now allow any value of m and suppose 
X to have rank r < k; it will follow that (X’X) will be singular of rank r, since its 
rank is the same as that of X. We must now discuss the LS estimation problem afresh, 
since (X’X) cannot be inverted. The treatment is that of Plackett (1950). 

It is now no longer true that we can find an estimator 

t=Ty 
which is unbiassed for @ whatever the value of 8. For, from (19.8), 
E(t) = TE(y) = TX6 

and the condition for unbiassedness is therefore 


I=TX. (19.48) 
Now, remembering that X is of rank 7, we partition it into 
X,- n Xe-+ 
X= ( dk ye 4 A Tee ees ) (19.49) 
Xa . Xa-sk-r 


the suffixes of the matrix elements of (19.49) indicating the numbers of rows and columns. 
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We assume, without loss of generality, that X,,, is non-singular, and therefore has 
inverse X73. Define a new matrix, of order kx(k—r), 


Xzt-X, er 
D= ( Syd Ge SS ew = ) (19.50) 
-L-, 
where I,_, is the identity matrix of that order. Evidently, D is of rank k—r. If we 
form the product X D, we see from (19.49) and (19.50) that its first r rows will contain 
only zeros. Since X has rank 7, the rank of XD cannot exceed 7, and therefore all 
its rows are linearly dependent upon its first r rows. Hence XD consists entirely of 
zeros, i.e. 


XD =0. (19.51) 
If we postmultiply (19.48) by D, we obtain 
D=TXD=0 (19.52) 


from (19.51). This contradicts the fact that D has rank k—r. Hence (19.48) cannot 
hold. 


19.14 In order to resolve this difficulty, and find an unbiassed estimator of 8, 
we must introduce a set of linear constraints 
c = B86, (19.53) 
where ¢ is a (k—r) x1 vector of constants and B is a (k—r) xk matrix, of rank (k—7). 
We now seek an estimator of the form 


t=Ly+Ne. 
The unbiassedness condition now becomes 
I = LX+NB, (19.54) 


and in order to avoid a contradiction, as at (19.52), we lay down the non-singularity 
condition 
|BD| #0. (19.55) 


19.15 We may now proceed to a LS solution. B, of rank (k—r), makes up the 
deficiency in rank of X. In fact, we treat ¢ as a vector of dummy random variables, 
and solve (19.8) and (19.53) together, in the augmented model 


(2) - (5)°*(o)- (19.56) 


The matrix el 9) may be inverted. For it is equal to (X’X+B’B), which is 


the matrix of a non-negative quadratic form. Moreover, in view of (19.51) and (19.55), 
this quadratic form is strictly positive. Thus it has rank k. 
(19.56) therefore yields, as at (19.12), the solution 
6 = (X’X+B’B)- (X’y+B’c), (19.57) 
which as before is the MV linear unbiassed estimator of ®. Its dispersion matrix is, 
since ¢ is not a random variable, 
V (6) = o2(X’ X+B’B)-!X’X(X’X+B’B)". (19.58) 
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19.16 The matrix B in (19.53) is arbitrary, subject to (19.55). In fact, if for B 
we substitute UB, where U is any non-singular (k—r) x (k—r) matrix, (19.57) and 
(19.58) are unaltered in value. Thus we may choose B for convenience in computa- 
tion in any particular case. 


Example 19.9 
As a simple example of a singular situation suppose that we have 
8 110 
: 101 
anal (>. Z=li10 
> 101 


Here n = 4, k = 3 and X has rank 2 < k because of the linear relation between its 
column vectors 
X,—X,—X; = 0. 
The matrix D at (19.50) is of order 3x 1, being 
(10) -()) (2 
p.( Mo) ‘\i)\_ ( -1), 


-1 
-1 
expressing the linear relation. We now introduce the matrix of order 1x3 
B=(1 0 0), 


which satisfies (19.55) since BD = 1, a scalar in this case of a single linear relation. 


Hence (19.53) is 
9, 
c=(1 0 0) (2) = 6, 


3 
again a scalar in this simple case. From (19.57), the LS estimator is 


110 ar71111y\ /y, 

7 ceanlie® Tada 1010\/%),/! 
|= 110]/+ (1 0 0) 0101]\ y¥ +0 Je 
65 0101 101 0, 9-0-4 a 0, 

5 22 /yytyatystyate 

- (220) (os5: ) 
202 Yate 
1 


-1 -1\/Zy +e ¢ 
- (-1 3 )( it.) = (iG.+29-¢) 
-1 10 Nyt d(yaty)—€ 


Thus (6,+6,) is estimated by $(y1+s), (01+43) by 4(ys+y4). The estimator of 6, 
is c, for the reason that we chose B so that c = 0,. 9, is, in fact, a location parameter, 
and neither it nor 6, nor 6, can be estimated separately from the other parameters. 
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We say that they are unidentifiable. This is true whatever the value of B chosen. If, 
for example, we had taken B = (1 1 1), we should have found 


6, 5 3 3\72 Lyte hLy—c 
() = ( 3 i) (s+) = (-1-t20%4) 
6, 313/ \ystyete, —hyitys)te 


which yields the same estimators of (8,+6,) and (6,+93) as before. The estimator of 
6, is still arbitrarily determinable by choice of c. The dispersion matrix of the esti- 
mators is, from (19.58), 


1-1-1) /422\/ 1-1-1 
vo ~o(-1 3 1) (220) (-1 3 ] 
-1 1 3/\202/\-1 1 ¢ 

000 

- «(04 0) 

003 


var6, = var6, = 07/2, 
as is evident from the fact that each is, apart from a constant, a mean of two observa- 
tions with variance o%. Also 


so that 


cov(6,, 6,) = 0, 
a useful property which is due to the orthogonality of the second and third columns 
of X. When we come to discuss the application of LS theory to the Analysis of Vari- 
ance in Volume 3, we shall be returning to this subject. 


The most general linear model 

19.17 The LS theory which we have been developing assumes throughout that 
(19.10) holds, i.e. that the errors are uncorrelated and have constant variance. There 
is no difficulty in generalizing the linear model to the situation where the dispersion 
matrix of errors is o*V, V being completely general, and we find (the details we left 
to the reader in Exercises 19.2 and 19.5) that (19.24) generalizes to 


t = C(X’V“X)71X’V-'y, (19.59) 
and that this is the MV unbiassed linear estimator of C@. Further, (19.26) becomes 
V(t) = o® C(X’ V7 X)7C. (19.60) 


In particular, if V is diagonal but not equal to I, so that the e, are uncorrelated but 
with unequal variances, (19.59) provides the required set of estimators. 

To use these equations, of course, we need to know V. In practical cases this is 
often unknown and the estimation problem then becomes much more difficult. 


Ordered Least Squares estimation of location and scale parameters 
19.18 A particular situation in which (19.59) and (19.60) are of value is in the 
estimation of location and scale parameters from the order-statistics, ie. the sample 
observations ordered according to magnitude. The results are due to Lloyd (1952) 
and Downton (1953). 
G 
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We denote the order-statistics, as previously (14.1), by ye --->Hny AS 
usual, we write 4 or o for the location and scale parameters to be estimated (which 
are not necessarily the mean and standard deviation of the distribution), and 


am =(Yo-H)/o, 7 =1,2,...,m (19.61) 
Let 
= S . = (19.62) 


where z is the (nx 1) vector of the 2). Since z has been standardized by (19.61), 
a and V are independent of yu and o. 
Now, from (19.61) and (19.62), 


E(y) = zl+oa, (19.63) 
where y is the vector of y) and 1 is a vector of units, while 
V(y) = o V. (19.64) 


We may now apply (19.59) and (19.60) to find the LS estimators of « and o. We 
have 


(5) = (@iayvi@}d jay Vy (19.65) 
and : 
w(5) = o*{(1/a)'V-1(1@)}-1. (19.66) 
Now 
(QiayVGig)}= (tyne aye) | 
1/@’V3a@  -1'V3 
- x(5 VV vo r say 
where A = {(1'V-11)(@’'V-2a)—(1'V-14)?}. (19.68) 
From (19.68) and (19.67), 
i = —a’V-(1a’—al’)V-'y/A, 
@ = 'V-(1e’ al’) V-ty/A. } er) 


From (19.66) and (19.67) 


varfi= ota’ V—a/A, 
varé = 7 1'V-1/A, (19.70) 
cov (4,6) = —o* I’ V-a/A. 
19.19 Now since V and V-" are positive definite, we may write 
V= TT, 
ye ae (19.71) 


so that for an arbitrary vector b 
b’Vb = b’TT’b = (T’b)'(T’b) = 2 hi, 
=1 


where h, is the ith row element of the vector T’ b. 
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Similarly, for a vector c, 
e’V-¢ = (T-!c)'(T“c) = 2 Ri, 
jd 
k, being the element of T-!c. Now by the Cauchy inequality, 
UHI = b’Vb.c’V-'c > (ZA, k,)? = {(T’b)' (T-*c)}* = (b’c)*%. (19.72) 
In (19.72), put 


ia gs (19.73) 
c=a. 
We obtain 
1'(V-I)V(V-1-)1.@’V-a > {1'(V-1—Na}?. (19.74) 
It is easily verified that 
n=1'1=1'V1, 
i oe. } (19.75) 


Using (19.75) in (19.74), it becomes 
(UV-1-n)e’ Ve > (1'V-'a), 

which we may rewrite, using (19.70) and (19.68), 

var 4 < o?/n = var. (19.76) 
(19.76) is obvious enough, since 7, the sample mean, is a linear estimator and therefore 
cannot have variance less than the MV estimator 4. But the point of the above argu- 
ment is that it enables us to determine when (19.76) becomes a strict equality. This 
happens when the Cauchy inequality (19.72) becomes an equality, i.e. when h; = AR; 
for some constant A, or 

T’b =iT“c. 

From (19.73) this is, in our case, the condition 

T’(V-D)1 = AT“ a4, 


or 


TT (V--D1 = da. (19.77) 
Using (19.71), (19.77) finally becomes 
d-V)1 = 42, (19.78) 


the condition that varé = vary = o?/n. If (19.78) holds, we must also have, by the 
uniqueness of the LS solution, 
h=J, (19.79) 


and this may be verified by using (19.78) on 4 in (19.69). 


19.20 If the parent distribution is symmetrical, the situation simplifies. For then 
the vector of expectations 

E(u) st 

a= : = i 


E () te 


a = —Oq41-5 all 3, (19.80) 
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as follows immediately from (14.2). Hence 
a’ V1 = 1'V44a=0 (19.81) 
and thus (19.69) becomes 
A=V'V-y/1'V-1, 


$ = a’V-1y/a’V-10, (19.82) 
while (19.70) simplifies to 
var ft = o9/1'V-11, 
var é = aie} (19.83) 
cov (ji,é) = 0. 


Thus the ordered LS estimators 4 and é are uncorrelated if the parent distribution 
is symmetrical, an analogous result to that for ML estimators obtained in 18.34. 


Example 19.10 
To estimate the midrange (or mean) ys and range o of the rectangular distribution 
dF (x) =dx/o, p-to <x < ut ho. 
Using (14.2), it is easy to show that, standardizing as in (19.61), 


a, = E(%) = {r/(n+1)}-4, (19.84) 
and that the elements of the dispersion matrix V of the 2) are 
V,, = r(n—s+1)/{(n+1)*(n-2)}, rs. (19.85) 
The inverse of V is 
2 -1 
-1 2 ~. 
re _ Tc 0 
V-1 = (n+1)(n+2) So May BS 3 (19.86) 
0 — SS TS, 
Me cell 
-1 2 
From (19.86), ed 
0 
0 
1'V-1 = (n+1)(8+2)) ff. (19.87) 
0 
0 
1 


and, from (19.84) and (19.86), 


a’'V-! = }(n+1)(n+2) (19.88) 


moO--oot 
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Using (19.87) and (19.88), (19.82) and (19.83) give 
4=4(¥ayt+%m) 
& = (2+1)(Ym—Iu)/@-1), 
var fi = 0%/{2(n+1)(n+2)}, (19.89) 
var & = 20%/{(n—1)(n+2)}, 
cov (4,6) = 0. 
Apart from the bias correction to 6, these are essentially the results we obtained by 
the ML method in Example 18.12. The agreement is to be expected, since y1) and 
Ma) are a pair of jointly sufficient statistics for 4 and o, as we saw in effect in Example 
17.21. 


19.21 As will have been made clear by Example 19.10, in order to use the theory 
in 19.18-20, we must determine the dispersion matrix V of the standardized order- 
statistics, and this is a function of the form of the parent distribution. This is in direct 
contrast with the general LS theory using unordered observations, discussed earlier 
in this chapter, which does not presuppose knowledge of the parent form. In Chapter 32 
we shall return to the properties of order-statistics in the estimation of parameters. 

The general LS theory developed in this chapter is fundamental in many branches 
of statistical theory, and we shall use it repeatedly in later chapters. 


Other methods of estimation 
19.22 We saw in the preceding chapter that, apart from the fact that they are 

functions of sufficient statistics for the parameters being estimated, the desirable pro- 
perties of the ML estimators are all asymptotic ones, namely : 

(i) consistency ; 

(ii) asymptotic normality ; and 

(iii) efficiency. 
Evidently, the ML estimator, 6, cannot be unique in the possession of these properties. 
For example, the addition to 6 of an arbitrary function of the observations, which tends 
to zero in probability, will make no difference to its asymptotic properties. It is thus 
natural to inquire, as Neyman (1949) did, concerning the class of estimators which 
share the asymptotic properties of 6. Added interest is lent to the inquiry by the 
numerical tedium sometimes involved (cf. Examples 18.3, 18.9) in evaluating the ML 
estimator. 


19.23 Suppose that we have s(> 1) samples, with 2, observations in the sth sample. 
As at 18.19, we simplify the problem by supposing that each observation in the ith 
sample is classified into one of k; mutually exclusive and exhaustive classes. If ,, is 
the probability of an observation in the ith sample falling into the jth class, we therefore 
have 
& 
Pa ay = 1, (19.90) 
1 


and we have reduced the problem to one concerning a set of s multinomial distributions, 
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Let n,; be the number of ith sample observations actually falling into the jth class, 
and pj; = ,,/n, the corresponding relative frequency. The probabilities 2,; are 
functions of a set of unknown parameters (6,,..., 9,)- 

A function T of the random variables 9,; is called a Best Asymptotically Normal 
estimator (abbreviated BAN estimator) of 6,, one of the unknown parameters, if 


(i) T({pu}) is consistent for 6, ; 
(ii) T is asymptotically normal as N = z Ny—> 0; 
i=l 
(iii) T is efficient; and 
(iv) 8T/ép,; exists and is continuous in p,; for all i,j. 
The first three of these conditions are precisely those we have already proved for 
the ML estimator in Chapter 18. It is easily verified that the ML estimator also 


possesses the fourth property in this multinomial situation. Thus the class of BAN 
estimators contains the ML estimator as a special case. 


19.24 Neyman showed that a set of necessary and sufficient conditions for an 
estimator to be BAN is that 


(i) T({5}) = 815 

(ii) condition (iv) of 19.23 holds; and 

(iii) z iS = [(.) J be minimized for variation in 07 /0p,;. 

i= 521 L\OP is] pu= 
Condition (i) is enough to ensure consistency: it is, in general, a stronger condition 
than consistency.(*) In this case, since the statistic T is a continuous function of the 
Pu, and the p,; converge in probability to the ay, T converges in probability to 
T ({ais}), ie. to 63. 
Condition (iii) is simply the efficiency condition, for the function there to be 

minimized is simply the variance of T subject to the necessary condition for a 


minimum z(F), a = 0. 


As they stand, these three conditions are not of much practical value. However, 
Neyman also showed that a sufficient set of conditions is obtainable by replacing (iii) 
by a direct condition on 7/@p;;, which we shall not give here. From this he deduced 
that 

(a) the ML estimator is a BAN estimator, as we have already seen ; 

(b) that the class of estimators known as Minimum Chi-Square estimators are also 

BAN estimators. 


We now proceed to examine this second class of estimators. 


Minimum Chi-Square estimators 
19.25 Referring to the situation described in 19.23, a statistic T is called a Mini- 


(*) In fact, (i) is the form in which consistency was originally defined by Fisher distin. 
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mum Chi-Square (abbreviated MCS) estimator of 6,, if it is obtained by minimizing, 
with respect to 6,, the expression 


5 1 § (Pu-m)? __ 1 i(z Pi 
ta SS a E 
% t=1 My ju iy Fa nm a1 Uy 1), not) 
where the 2,; are functions of 6,,... ne To minimize (19.91), we put 
oy? Pis\? O75 
0, “a (Pe OO, a iat 


and a root of (19.92), regarded as an equation in 6,, is the MCS estimator of 6,. Evi- 
dently, we may generalize (19.92) to a set of r equations to be solved together to find 
the MCS estimators of 6,,..., 6,. 

The procedure for finding MCS estimators is quite analogous to that for finding 
ML estimators, discussed in Chapter 18. Moreover, the (asymptotic) properties of 
MCS estimators are similar to those of ML estimators. In fact, there is, with prob- 
ability 1, a unique consistent root of the MCS equations, and this corresponds to the 
absolute minimum (infimum) value of (19.91). The proofs are given, for the com- 
Monest case s = 1, by C. R. Rao (1957). 


19.26 A modified form me a estimator is obtained by minimizing 
, (Pi 24)* 1 ( 7 ) 
2-315 = 5-(37_ i 
(’) & Mijn Pas a mi\;5 Dis , gens) 
instead of (19.91). In (19.93), we assume that no p;, = 0. To minimize it for varia- 


tion in 6,, we put 
a(x)? 1 (3) 5 Oats 
= = 25-3 =0 19.94 
6, 6 5 \ Pas ( ) 
and solve for the estimator of 6,. These modified MCS estimators have also been 
shown to be BAN estimators by Neyman (1949). 


19.27 Since the ML, the MCS and the modified MCS methods all have the same 
asymptotic properties, the choice between them must rest, in any particular case, 
either on the grounds of computational convenience, or on those of superior sampling 
properties in small samples, or on both. As to the first ground, there is little that can 
be said in general. Sometimes the ML, and sometimes the MCS, equation is the more 
difficult to solve. But when dealing with a continuous distribution, the observations 
must be grouped in order to make use of the MCS method, and it seems rather wasteful 
to impose an otherwise unnecessary grouping for estimation purposes. Furthermore, 
there is, especially for continuous distributions, preliminary inconvenience in having 
to determine the x,,; in terms of the parameters to be estimated. Our own view is 
therefore that the now traditional leaning towards ML estimation is fairly generally 
justifiable on computational grounds. The following example illustrates the MCS 
computational procedure in a relatively simple case. 


Example 19.11 
Consider the estimation, from a single sample of 2 observations, of the parameter 6 
of a Poisson distribution. We have seen (Examples 17.8, 17.15) that the sample mean = 
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is a MVB sufficient estimator of 6, and it follows from 18.5 that # is also the ML 
estimator. 
The MCS estimator of 6, however, is not equal to ¥, illustrating the point that 
MCS methods do not necessarily yield a single sufficient statistic if one exists. 
The theoretical probabilities here are 


az =ePR/l, jf =0,1,2,..., 


ony _  (i_ 
77 (4 1). 


The minimizing equation (19.92) is therefore, dropping the factor 1/n, 


Pi, (31) = 383(,_f) 

-= (2) a (j-1) - 38(1-5)=0. (19.95) 
This is the equation to be solved for 6, and we use an iterative method of solution 
similar to that used for the ML estimator at 18.21. We expand the left-hand side of 


(19.95) in a Taylor series as a function of 6 about the sample mean #, regarded as a 
trial value. We obtain to the first order of approximation 


so that 


$/,A)-28(-2)40-gzfie(t) 

(2) -28(-A)re-or(be(-)} so 
where we have written m, = e*#//j!. If (19.96) is equated to zero, by (19.95), we 
find 

rAiG_2) 
(0-2) = 1. (19.97) 
Alt; ;— Zz)? 
Bn UtG %)*} 


We use (19.97) to find an improved estimate of 9 from £, and repeat the process as 
necessary. 

As a numerical example, we use Whitaker’s (1914) data on the number of deaths 
of women over 85 years old reported in The Times newspaper for each day of 1910- 
1912, 1,096 days in all. The distribution is given in the first two columns of the 
table on page 95. 

The mean number of deaths reported is found to be # = 1295/1096 = 1-181569. 
This is therefore the ML estimator, and we use it as our first trial value for the MCS 
estimator. The third column of the table gives the expected frequencies in a Poisson 
distribution with parameter equal to #, and the necessary calculations for (19.97) 
are set out in the remaining five columns. 

Thus, from (19.97), we have 

6 = 1-1816 {\+a56 
(3242-4. 
= 1-198 
as our improved value. K. Smith (1916) reported a value of 1-196903 when working to 
greater accuracy, with more than one iteration of this procedure. 
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“ ae a 
. No. of Frequency | 2 . . ba] 
deaths (j) reported (apy) ; oo | {eo me G-# " G-8) 
0 364 336-25 | 394-1 11816 —465-7 
1 4 376 «=, «397-30 | «(355-8 01816 — 646 
2 218 | 234-72 | ©2025 0-8184 165-8 
» #8 89 92-45 | “95-69 1-8184 155-8 | 
4 33.0 «| (27-31 39-87 2-8184 112-4 
; 8 13. | 6-45 | (26-20 3-8184 100-0 
6 2 5 427 1 345 48184 15-2 
7 t 7 025 , 400 5-8184 23-3 
Total n=1096 | 1096-00 +42-2 
L payee Ee ae wee 
: 
G+u-9) Be u+G-a | 
| 4.396 SSt-t 
1.033 3659 
670 540-6 
6-307 540-4 
t eat 476-1 
19- 512-9 
29-217 920 | 
40-854 163-4 
! 32424 


Baas = raee re 


Smith also gives details of the computational procedure when we are estimating 
the parameters of a continuous distribution. This is considerably more laborious. 


19.28 Small-sample properties, the second ground for choice between the ML 
and MCS methods, seem more amenable to general inquiry, although little has yet 
been done in assessing the sampling properties of the methods in small samples. Berk- 
son (1955, 1956) has carried out sampling experiments which show that, in a situation 
arising in a bio-assay problem, the ML estimator presents difficulties, being sometimes 
infinite, while another BAN estimator has smaller mean-square error. These papers 
should be read in the light of another by Silverstone (1957), which points out some 
errors in them. 

There is evidently need for a good deal more research before anything general can 
be deduced concerning the small-sample properties of the ML and other BAN 
estimators. 


EXERCISES 


19.1 In the linear model (19.8), suppose that a further parameter 6, is introduced, 
so that we have the new model 
y = X6+16,+¢€ 


where | is an (” x1) vector of units. Show that the LS estimator in the new model of 8, 
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the original vector of k parameters, remains of exactly the same form (19.12) as in the 
original model, with y; replaced by (yj;—¥) and x1 by (xij;—2%:) for j = 1, 2,..., ”, and 
i=1,2,...,% 


19.2 If, in the linear model (19.8), we replace the simple dispersion matrix (19.10) 
by a quite general dispersion matrix o*V which allows correlations and unequal variances 
among the «&, show that the LS estimator of C@ is 


Cé = C(X’V" X)" X’Vty 
and, by the argument of 19.6, that C6 is the MV unbiassed estimator of C8. 
_ (Aitken, 1935; Plackett, 1949) 


19.3. Generalizing (19.38), show that if E(ee’) = V, E(e’Be) = o* tr (BV). 


19.4 Show that in 19.12 the ratio (XK 6)’ (X 6)/(ks*) is distributed in Fisher's F 
distribution with k and (n—k) degrees of freedom. 


19.5 In Exercise 19.2, show that, generalizing (19.26), 
V(C6) = o8.C(X’V—X)1C, 
and that the generalization of (19.40) is, using Exercise 19.3, 
Ee [V-'-V-? X(X’V" X)-1 X’V— Je} = (nk) o*. 


19.6 Prove the statement in 19.16 to the effect that 6 and V (6) in the singular case 
are unaffected by replacing B by UB, where U is non-singular. 


19.7 Using (19.51), (19.54) and (19.55), show that (X’ X+B’B)-’B’B = D(BD)-'B 
and hence that (19.58) may be written 


v(6)(X’ X) = of, —D(BD)-"B}. 
(Plackett, 1950) 
19.8 Using the result of Exercise 19.7, 
(X’ X+B’B)-'B’B = D(BD)-'B, 
modify the argument of 19.9 to show that the unbiassed estimator of o* in the singular 


1 , 
Gan 9-8) y— xb). 


19.9 Verify that (19.79) follows from (19.78) and (19.69). 


case is 


19.10 Show that in the case of a symmetrical parent distribution, the condition that 
the ordered LS estimator f in (19.82) is equal to the sample mean § = I’y/1’1 is that 


2 vi=1, 
i.e, that the sum of each row of the dispersion matrix be unity. Show that this property 
holds for the univariate normal distribution. (Lloyd, 1952) 


19.11 For the exponential distribution 
dF (x) = en {-(3*)} dle, 0>0; nex <a, 


cg 


show that in (19.62) the elements of @ are 


a= z (n-i+1)-* 


i=1 
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and that those of V are 
m 
Vip = X (n—it+1)-* where =m = min(r,s). 
int 
Hence verify that the inverse matrix is 
n+(n—1)4, —(n—-1)', 
==), (H-1)8+ (4-2, - (2-2), 


N 


SS SL Se 0 
Ss s . 
v= SN Se, Si 
Se < " 
0 mS, a. 8 
“% SN aa 
5 . . 
—23, 28413, -12 
-1%, 18, 


19.12 In Exercise 19.11, show from (19.69) that the MV unbiassed estimators are 
A= -G-yay)/a-1), ¢ = nF — ya)/(n-1), 


and compare these with the ML estimators of the same parameters. 
(Sarhan, 1954) 


19.13 Show that when all the m are large the minimization of the chi-squared ex- 
pression (19.91) or (19.93) gives the same estimator as the ML method. 


19.14 In the case s = 1, show that the first two moments of the statistic (19.91) are 
given by 
mE (4) = ky — 1, hak ca. Seg 
1 
= 2(k,-1)(1-—)4— $—-9 
ntvar (2!) = 2 (hy »( =) nea 4, 
and that for any ¢ > 0, the generalization of (19.93) has expectation 
4 (my—m)* +65 1 Ho a5 
o{ 3 ou-nitt = hilt @-e+2) E zy [G7 +1! +0( 55). 
Thus, to the second order at least, the ,, disappear from the expectation if b = c—2. 
1 
If b = 0, ¢ = 2, it is a9 (1-3 and if 6 = 1, c = 3, it is G—1) +5, which for 
1, 


k, > 2 is even closer to the expectation of (19.91). 
(F. N. David, 1950; Haldane, 195Sa) 


19.15 For a binomial distribution with probability of success equal to 2, show that the 
MCS estimator of z obtained from (19.91) is identical with the ML estimator for any 2 ; 
and that if the number of successes is not 0 or n, the modified MCS estimator obtained 
from (19.93) is also identical with the ML estimator. 


19.16 In Example 19.11, show from (19.94) that the modified MCS estimator of 
the parameter of the Poisson distribution is a root of 
£7(1-4) -0 
i Dy 6 
and establish the analogue of (19.97) for obtaining this root iteratively from the sample 
mean =. 


19.17 Use the result of Exercise 19.16 to evaluate the modified MCS estimator of 
the parameter in the numerical illustration of Example 19.11. 


CHAPTER 20 
INTERVAL ESTIMATION : CONFIDENCE INTERVALS 


20.1 In the previous three chapters we have been concerned with methods which 
will provide an estimate of the value of one or more unknown parameters ; and the 
methods gave functions of the sample values—the estimators—which, for any given 
sample, provided a unique estimate. It was, of course, fully recognized that the 
estimate might differ from the parameter in any particular case, and hence that there 
was a margin of uncertainty. The extent of this uncertainty was expressed in terms 
of the sampling variance of the estimator. With the somewhat intuitive approach 
which has served our purpose up to this point, we might say that it is probable that 
6 lies in the range t+ +/(vart), very probable that it lies in the range t+2+/ (var t), 
and so on. In short, what we might do is, in effect, to locate @ in a range and not at 
a particular point, although regarding one point in the range, viz. t itself, as having 
a claim to be considered as the “ best ” estimate of 0. 


20.2 In the present chapter we shall examine this procedure more closely and 
look at the problem of estimation from a different point of view. We now abandon 
attempts to estimate @ by a function which, for a specified sample, gives a unique 
estimate. Instead, we shall consider the specification of a range in which @ lies. Three 
methods, of which two are similar but not identical, arise for discussion. The first, 
known as the method of Confidence Intervals, relies only on the frequency theory of 
probability without importing any new principle of inference. The second, which we 
shall call the method of Fiducial Intervals, explicitly requires something beyond a 
frequency theory. The third relies on Bayes’ theorem and some form of Bayes postu- 
late (8.4). In the present chapter we shall attempt to explain the basic ideas and 
methods of Confidence Interval estimation, which are due to Neyman—the memoir 
of 1937 should be particularly mentioned (see Neyman (19375)). In Chapter 21 we 
shall be concerned with the same aspects of Fiducial Intervals and Bayes’ estimation. 


Confidence statements 

20.3 Consider first a distribution dependent on a single unknown parameter 6 
and suppose that we are given a random sample of 2 values x, ... , x, from the popula- 
tion. Let z be a variable dependent on the x’s and on 8, whose sampling distribution 
is independent of 6. (The examples given below will show that in some cases at least 
such a function may be found.) Then, given any probability 1—«, we can find a value 
2, such that 


© 
dF (x) = 1-«, 
4 
and this is true whatever the value of 6. In the notation of the theory of probability 


we shall then have 
P(z 2 2;) = 1-« (20.1) 
98 
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Now it may happen that the inequality z > z, can be written in the form @ < #, or 
6 > t,, where t, is some function depending on the value z, and the x’s but not on 6. 
For instance, if z = #—6 we shall have 


#-0 > 2, 
and hence 
6 < #2. 
If we can rewrite this inequality in this way, we have, from (20.1), 
P(@<t,) =1-«. (20.2) 


More generally, whether or not the distribution of z is independent of @, suppose 
that we can find a statistic t,, depending on 1—« and the x’s but not on 9, such that 
(20.2) is true for all 6. Then we may use this equation in probability to make certain 
statements about 6. 


20.4 Note, in the first place, that we cannot assert that the probability is 1—« that 
4 does not exceed a constant t,. This statement (in the frequency theory of prob- 
ability) can only relate to the variation of 6 in a population of 6’s, and in general we 
do not know that 6 varies at all. If it is merely an unknown constant, then the prob- 
ability that 6 < t, is either unity or zero. We do not know which of these values is 
correct, but we do know that one of them is correct. 

We therefore look at the matter in another way. Although @ is not a random vari- 
able, t, is, and will vary from sample to sample. Consequently, if we assert that 0 < t, 
in each case presented for decision, we shall be right in a proportion 1—« of the cases 
inthe long run. The statement that the probability of @ is less than or equal to some 
assigned value has no meaning except in the trivial sense already mentioned ; but the 
statement that a statistic ¢, is greater than or equal to @ (whatever 6 happens to be) 
has a definite probability of being correct. If therefore we make it a rule to assert 
the inequality 9 < t, for any sample values which arise, we have the assurance of 
being right in a proportion 1—« of the cases “‘ on the average ” or “ in the long run.” 

This idea is basic to the theory of confidence intervals which we proceed to develop, 
and the reader should satisfy himself that he has grasped it. In particular, we stress 
that the confidence statement holds whatever the value of 8: we are not concerned 
with repeated sampling from the same population, but just with repeated sampling. 


20.5 To simplify the exposition we have considered only a single quantity t, and 
the statement that @ < t;. In practice, however, we usually seek two quantities ty 
and t,, such that for all 6 

P(t, < 6 < t,) = 1-2, (20.3) 
and make the assertion that 6 lies in the interval tf, to t;, which is called a Confidence 
Interval for 6. t) and t, are known as the Lower and Upper Confidence Limits respec- 
tively. They depend only on 1—a and the sample values. For any fixed 1—«, the 
totality of Confidence Intervals for different samples determines a field within which 6 


) We shall almost always write 1 —« for the probability of the interval covering the parameter, 
but practice in the literature varies, and « is often written instead. Our convention is nowadays 
the more common. 
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is asserted to lie. This field is called the Confidence Belt. We shall give a graphical 
representation of the idea below. The fraction 1 —« is called the Confidence Coefficient. 


Example 20.1 


Suppose we have a sample of size n from the normal population with known variance 
(taken without loss of generality to be unity) 


anol —2(x—p)? = 
aE te 3 (x—x)* }dx, o<x< w. 
The distribution of the sample mean < is 


= al Eee {-3e-m pas —-O<#< Ow. 


From the tables of the normal integral we know that the probability of a positive 
deviation from the mean not greater than twice the standard deviation is 0.97725. We 
have then 

P(&—-p < 2/+/n) = 0-97725, 


P(#-2/./n < p) = 0-97725. 
Thus, if we assert that u is greater than or equal to #—2/4/n we shall be right in about 
97-725 per cent of cases in the long run. 
Similarly we have 
P(&-u > —2/J/n) = P(u < €+2//n) = 0-97725. 
Thus, combining the two results, 
P(E-2//n < uw < E42/yn) = 1- = 0-97725) 
= 0-954. (20.4) 
Hence, if we assert that yu lies in the range £+2/+/n, we shall be right in about 95-45 
per cent of cases in the long run. 
Conversely, given the confidence coefficient, we can easily find from the tables of 
the normal integral the deviation d such that 
P(g-d/Vn < uw < €+d/Yn) = 1-4. 
For instance, if 1—« = 0-8, d = 1-28, so that if we assert that yu lies in the range 
#+1-28/4/n the odds are 4 to 1 that we shall be right. 


which is equivalent to 


The reader to whom this approach is new will probably ask : but is this not a round- 
about method of using the standard error to set limits to an estimate of the mean ? 
In a way, it is. Effectively, what we have done in this example is to show how the use 
of the standard error of the mean in normal samples may be justified on logical grounds 
without appeal to new principles of inference other than those incorporated in the 
theory of probability itself. In particular we make no use of Bayes’ postulate (8.4). 

Another point of interest in this example is that the upper and lower confidence 
limits derived above are equidistant from the mean %. This is not by any means 
necessary, and it is easy to see that we can derive any number of alternative limits for 
the same confidence coefficient 1—«. Suppose, for instance, we take 1—« = 0-9545, 
and select two numbers a and a, which obey the condition 

Ata, = a = 0-0455 
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say a = 0-01 and a, = 0-0355. From the tables of the normal integral we have 

P(€—p < 2:326//n) = 0:99 

P(—p > 1-806/+/n) = 0:9645, 
and hence 

= 2326 = , 1806 

p(s-2 <u< 2415) 0.9545. (20.5) 

Thus, with the same confidence coefficient we can assert that 4 lies in the interval 
¥-2//n to +2/+/n, or in the interval ¢—2-326/+/n to £+1:806/+/n. In either 
case we shall be right in about 95-45 per cent of cases in the long run. 

We note that in the first case the interval has length 4/+/2, while in the second case 
its length is 4-132/4/n. Other things being equal, we should choose the first set of 
limits since they locate the parameter in a narrower range. We shall consider this 
point in more detail below. It does not always happen that there is an infinity of 
possible confidence limits or that the choice between them can be made on such clear- 
cut grounds as in this example. 


Graphical representation 

20.6 In a number of simple cases, including that of Example 20.1, the confidence 
limits can be represented in a useful graphical form. We take two orthogonal axes, 
OX relating to the observed ¥ and OY to pu (see Fig. 20.1). 


~4 
Fig. 20.1—Confidence limits in Example 20.1 for n = 1 
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The two straight lines shown have as their equations 

e=8+2, w= e—-2, 
Consequently, for any point between the lines, 

#-2 < pw < £42. 

Hence, if for any observed # we read off the two ordinates on the lines corresponding 
to that value, we obtain the two confidence limits. The vertical interval between the 
limits is the confidence interval (shown in the diagram for # = 1), and the total zone 
between the lines is the confidence belt. We may refer to the two lines as upper and 
lower confidence lines respectively. 

This example relates to the case n = 1 in Example 20.1. For different values of , 
there will be different confidence lines, all parallel to 4 = #, and getting closer to each 
other as n increases. They may be shown on a single diagram for selected values 
of , and a figure so constructed provides a useful method of reading off confidence 
limits in practical work. 

Alternatively, we may wish to vary the confidence coefficient 1—a, which in 
our example is 0-9545. Again, we may show a series of pairs of confidence lines, each 
pair corresponding to a selected value of 1—a, on a single diagram relating to some 
fixed value of 2. In this case, of course, the lines become farther apart with increasing 
1-—«a. In fact, in many practical situations, we are interested in the variation of the 
confidence interval with 1—«, and we may validly make assertions of the form (20.3) 
simultaneously for a number of values of «: each will be true in the corresponding 
proportion of cases in the long run. Indeed, this procedure may be taken to its extreme 
form, when we consider all values of 1—« in (0, 1) simultaneously, and thus generate 
a“ confidence distribution ” of the parameter—the term is due to D. R. Cox (e.g. 1958b) : 
we then have an infinite sequence of simultaneous confidence statements, each con- 
tained within the preceding one, with increasing values of 1—«. 


Central and non-central intervals 
20.7 In Example 20.1 the sampling distribution on which the confidence intervals 
were based was symmetrical, and hence, by taking equal deviations from the mean, 
we obtained equal values of 
1-ay = P(t, < 6) 
and 1-a, = P(@ < t,). 
In general, we cannot achieve this result with equal deviations, but subject always to 
the condition % 9+, = «, %» and a, may be chosen arbitrarily. 
If %» and a, are taken to be equal, we shall say that the intervals are central. In 
such a case we have 
P(to > 6) = P(O > t,) = @/2. (20.6) 
In the contrary case the intervals will be called non-central. It should be observed 
that centrality in this sense does not mean that the confidence limits are equidistant 
from the sample statistic, unless the sampling distribution is symmetrical. 


20.8 In the absence of other considerations it is usually convenient to employ 
central intervals, but circumstances sometimes arise in which non-central intervals are 
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more serviceable. Suppose, for instance, we are estimating the proportion of some 
drug in a medicinal preparation and the drug is toxic in large doses. We must then 
clearly err on the safe side, an excess of the true value over our estimate being more 
serious than a deficiency. In such a case we might like to take «, equal to zero, so that 
P@<t)=1 
P(t, < 6) = 1-2, 
in order to be certain that @ is not greater than ¢,. But if our statistic has a sampling 
distribution with infinite range, this is only possible with ¢, infinite, so we must content 
ourselves with making «, very close to zero. 

Again, if we are estimating the proportion of viable seed in a sample of material 
that is to be placed on the market, we are more concerned with the accuracy of the 
lower limit than that of the upper limit, for a deficiency of germination is more serious 
than an excess from the grower’s point of view. In such circumstances we should 
probably take a» as small as conveniently possible so as to be near to certainty about 
the minimum value of viability. This kind of situation often arises in the specification 
of the quality of a manufactured product, the seller wishing to guarantee a minimum 
standard but being much less concerned with whether his product exceeds expectation. 


20.9 Ona somewhat similar point, it may be remarked that in certain circumstances 
it is enough to know that P(t, < 0 < t,) > 1—a. We then know that in asserting 0 
to lie in the range f to t, we shall be right in at least a proportion 1—« of the cases. 
Mathematical difficulties in ascertaining confidence limits exactly for given 1—«, or 
theoretical difficulties when the distribution is discontinuous may, for example, lead 
us to be content with this inequality rather than the equality of (20.3). 


Example 20.2 


To find confidence intervals for the probability w of ‘‘ success” in sampling for 
attributes. 

In samples of size n the distribution of successes is arrayed by the binomial (y+ 3)", 
where xy = 1—o. We will determine the limits for the case n = 20 and confidence 
coefficient 0-95. 

We require in the first instance the distribution function of the binomial. The 
table overleaf shows the functions for certain specified values up to w = 0-5 (the 
remainder being obtainable by symmetry). For the accurate construction of the con- 
fidence belt we require more detailed information such as is obtainable from the 
comprehensive tables of the binomial function referred to in 5.7. These, however, 
will serve for purposes of illustration. 

The final figures may be a unit or two in error owing to rounding up, but that need 
not bother us to the degree of approximation here considered. 

We note in the first place that the variate p is discontinuous. On the other hand, 
we are prepared to consider any value of » in the range 0 to 1. For given » we cannot 
in general find limits to p for which 1 — « is exactly 0-95; but we will take p to be 
the sample proportion which gives confidence coefficient at least equal to 0-95, so 

H 
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| Proportion of | | H 
_— Bhecesses o-01 | w=02 ; w=03 | w=o04 wD =05 
0-00 0-1216 0-0115 0008 | — = 
: 0-05 03918 0:0691 0-0076 0-0005 = 
0-10 0-6770 0-2060 0-0354 0-0036 0-0002 
0-15 0-8671 04114 = 0-1070 00159 0:0013 
0:20 0-9569 06296 =| 00-2374 0:0509 00059 | 
0:25 0-9888 ' 0:8042 0-4163 01255 00207 
0-30 0:9977 0-9133 06079 0-2499 00577, 
0-35 0:9997 0:9678 | —0:7722 0-4158 01316 
0-40 1-0001 09900 08866 | 0:5955 0:2517 
| 0-45 1-0002 09974 0-9520 0-7552 O4119 
0-50 — 0-9994 0-9828 08723 | 00-5881 
0:55 es 0-9999 09948 0-9433 0-7483 
0:60 a 1-0000 0-9987 0:9788 0-8684 
0-65 — = 0-9997 0:9934 09423 
0-70 = : a 09999 | 0.9983 0-9793 
0-75 -_ | a cats 0-9996 0-9941 
0:80 3 = — 09999: 0-9987 
0-85 = = = = “0-998 
0-90 ss = = — | 10000 | 
0-95 = = = = i a 


as to be on the safe side. We will consider only central intervals, so that for given o 
we have to find w, and a, such that 
P(p > Go) > 0-975 
P(p < m,) 2 0-975, 
the inequalities for P being as near to equality as we can make them. 

Consider the diagrammatic representation of the type shown in Fig. 20.2. 

From the table we can find, for any assigned a, the values @, and @, such that 
P(p 2 Go) > 0-975 and P(p < aw) > 0-975. Note that in determining a, the distri- 
bution function gives the probability of obtaining a proportion p or less of successes, 
so that the complement of the function gives the probability of a proportion strictly 
greater than p. Here, for example, on the horizontal through w = 0-1 we find a = 0 
and w, = 0-25 from our table ; and for a = 0-4 wehave w, = 0-15anda, = 0-60. The 
points so obtained lie on stepped curves which have been drawn in. For example, when 
w = 0-3 the greatest value of w, such that P(p > wp») > 0-975 is 0-1. By the time w has 
increased to 0-4 the value of @, has increased to0-20. Somewhere between is the marginal 
value of m such that P(p > 0-1) is exactly 0-975. If we tabulated the probabilities for 
finer intervals of w these step curves would be altered slightly ; and in the limit, if we 
calculate values of @ such that P(p > w») = 0-975 exactly we obtain points lying inside 
our present step curves. These points have been joined by dotted lines in Fig. 20.2. 

The zone between the stepped lines is the confidence belt. For any p the prob- 
ability that we shall be wrong in locating @ inside the belt is at the most 0:05. We 
determine p, and p, by drawing a vertical at the observed value of p on the abscissa and 
reading off the values where it intersects the appropriate lines giving w) and a. That 
these are, in fact, the required limits will be shown in a moment. 
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Values of p 
Fig. 20.2—Confidence limits for a binomial parameter 


We consider a more sophisticated method of dealing with discontinuities below 
(20.22). 


It is, perhaps, worth noticing that the points on the curves of Fig. 20.2 were con- 
structed by selecting an ordinate w and then finding the corresponding abscissae wo 
and @,. The diagram is, so to speak, constructed horizontally. In applying it, how- 
ever, we read it vertically, that is to say, with observed abscissa p we read off two values 
pp and p, and assert that pp < w < p,. It is instructive to observe how this change 
of viewpoint can be justified without reference to Bayes’ postulate. 


Considering the diagram horizontally we see that, for any given w, an observation 
falls in the confidence belt with probability > 1—a. This, being true for any a, is true 
for any set of w’s or for all. Thus, in the long run, a proportion > 1— of the observa- 
tions fall in the confidence belt, whether they emanate from just one population or 
from a set of populations with different values of w. Our confidence statement is 
really equivalent to this. We assert for any observed p that the observation fell in the 
confidence belt (w therefore lying between the confidence limits), knowing that this 
assertion is true with probability > 1—a over all possible values of p. 


Confidence intervals for large samples 
20.10 We have seen (18.16) that the first derivative of the logarithm of the Likeli- 
hood Function is, under regularity conditions, asymptotically normally distributed with 


zero mean and 
GlogL\ _ dlogL\?\ _ __ , falogL 
var (78) = 2{(* ) } = ef, 2p (20.7) 
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We may use this fact to set confidence intervals for 6 in large samples. Writing 


= Sigt /[e((22) oxn 


so that y is a standardized normal variate in large samples, we may from the normal 
integral determine confidence limits for 6 in large samples if y is a monotonic function 
of 6, so that inequalities in one may be transformed to inequalities in the other. The 
following examples illustrate the procedure. 


Example 20.3 
Consider again the problem of Example 20.1. We have seen in Example 17.6 
that in this case 


dlogL 
“ao n(=—y), (20.9) 
so that — 
a 
- a =n (20.10) 
and, from (20.7) and (20.8), 
y = (&-z)vn (20.11) 


is normally distributed with unit variance for large n. (We know, of course, that this 
is true for any n in this particular case.) Confidence limits for ~ may then be set as 
in Example 20.1. 


Example 20.4 
Consider the Poisson Cpe tes general term is 
f(*,a) = as = 0, yess 
We have seen in Example 17.8 that 
dlogh _ 1. 
EX = 5-2). (20.12) 
Hence 
_®logL _ nz 
oa? a 
@logL\ 2 
wid E(- = ) = (20.13) 
Hence, from (20.7) and (20.8) 
y = (€-A)vV(n/A). (20.14) 


For example, with 1—« = 0-95, corresponding to a normal deviate +1-96, we have, 
for the central confidence limits, 
(—-A)V (n/2) = +1-96, 


3. =) 


giving, on solution for 4, 
i ~ (22433 Ate = 0 
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ja 4 1:92 2 + [FR BAS 3: +), 


the ambiguity in the square root giving upper and lower limits respectively. 
To order n-* this is equivalent to 
= £4+1:96/(#/n), (20.15 ) 
from which the upper and lower limits are seen to be equidistant from the mean %, 
as we should expect. 


or 


20.11. The procedure we have used in arriving at (20.15) requires some further 
examination. If we have probabilities like 


P@<t) or P(@"<t), O@>0 
they can be immediately “inverted” so as to give 
P(t>0) or P(t <6), 
But we may encounter more complicated forms such as 
Pig(t,0) < 0} 
where g is, say, a polynomial in ¢ or 6 or both, of degree greater than unity. The prob- 
lem of translating such an expression into terms of intervals for @ may be far from 


straightforward, 
Let us reconsider (20.13) in the form 
yp = nt(#—A)/a. (20.16) 
Take a confidence coefficient 1 — a and let the corresponding values of p be wo and y,, i.e. 
Ply < ps vi} =l-a. (20.17) 
Equation (20.16) may be written 
—(2%-+-n- p)A+z = 0 (20.18) 


and if the intervals of y are central, that is to say, if yo = —w,, the roots in A of (20.18) 
are the same whether we put y = yo or y = y;. Moreover, the roots are always real. 
Let Ao, A, be the roots of the equation with y = po (or y,), and let A, be the larger. 
Then, as p goes from — 00 to po, A is seen from (20.18) to go from + 0 toA,; as p goes 
from yo to p,, 4 goes (downwards) from A, to Ay; and as p goes from yp, to +0, A 
goes from A, to — 00. Thus 
P(vo < p< yi) = 1-a 
is equivalent to 
P(t, <A <A) = 1-2, 
and our confidence intervals are of the kind required. 
It is instructive to consider this diagrammatically, as in Fig. 20.3. 
From (20.15) we see that, for given n and y, the curves relating 4 (ordinate) and # 
(abscissa) may be represented as 
(A—#)? = kA, (20.19) 
where k is a positive constant. For varying k, these are parabolas with 4 = 2 as the 
major axis, passing through the origin. The line 4 = £ corresponds to k = 0 or 
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nm, 


Ne 


Values of & 


Fig. 20.3—Confidence parabolas (20.19) for varying k or n 


n = oo and we have shown two other curves (not to scale) for values n, and 2, (n, < 73). 
From our previous discussion it follows that, for given m, the values of 4 corresponding 
to values of p inside the range yp to ; lie inside the appropriate parabolas. It is also 
evident that the parabola for 2, lies wholly inside the parabola for any smaller x. 

Thus, given any #, we may read off ordinate-wise two corresponding values of 4 
and assert that the unknown 4 lies between them. The confidence lines in Fig. 20.3 
have similar properties of convexity and nestedness to those for the binomial distribu- 
tion in Example 20.2. 


20.12 Let us now consider a more complicated case. Suppose we have a statistic t 
from which we can set limits ¢, and t,, independent of 0, with assigned confidence coeffi- 
cient 1—a@. And suppose that 

t = a6*+5b09+c6+d, (20.20) 
where a, b, c, d are constants. Sometimes, but not always, there will be three real 
values of @ corresponding to a value of t. How do we use them to set limits to 6 ? 

Again the position is probably clearest from a diagram. In Fig. 20.4 we graph 0 
as ordinate against ¢ as abscissa, again not to scale. 

We have supposed the constants to be such that the cubic has a real maximum and 
minimum, as shown. For various values of t, the cubic of equation (20.20) is trans- 
lated along the t-axis. To avoid confusing the diagram we will suppose that only the 
lines for one value of n are shown. We also take a > 0. 

Now for a given value of t, say to, there will be a cubic, as shown in the diagram, 
such that for the area on the right a0?+50*+cO+d > t, and for the area on the left 
that cubic is < tj. Similarly for t,. With the appropriate confidence coefficient we 
may then say that for an observed #, the limits to @ are given by reading vertically 
along the ordinate at ¢. 
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Values of t 


Fig 20.4.—Confidence cubics (20.20) (see text) 


We now begin to encounter difficulties. If we take a value such as that along AB 
in the diagram, we shall have to assert that @ lies in the broken range 6, < 0 < 0, and 
6, < @ < 6. On the other hand, at CD we have the unbroken range 6, < 0 < 6,. 

Devotees of pathological mathematics will have no difficulty in constructing further 
examples in which the intervals are broken up even more, or in which we have to assert 
that the parameter 6 lies outside a closed interval. (See Fieller (1954) and S. T. David 
(1954) for some cases of consequence.) Cf. also Exercise 28.21 below. 


20.13 The point to observe in such cases is that the statements concerning the 
intervals may still be made with exactitude. The question is, are they still useful and 
do they solve the problem with which we began, that of specifying a neighbourhood 
of the parameter value? Shall we, in fact, admit them as confidence intervals or shall 
we deny this name to them ? 

No simple answer to such questions has been given, but we may record our own 
opinion on the subject. 

(a) The most satisfactory situation is that in which the confidence lines are mono- 
tonic in the sense that an ordinate meets each line only once, the parameter then being 
asserted to lie inside a connected interval. Further desiderata are that, for fixed a, 
the confidence belt for any 2 should lie inside the belt for any smaller 2; and that 
for fixed m, the belt for any (1—«) should lie inside that for larger (1—a). These 
conditions are obeyed in Examples 20.1 to 20.4. 

(b) Where such conditions are not obeyed, the case should be considered on its 
merits. Instances may arise where a disconnected interval such as that of Fig. 20.4 
occurs and is acceptable. Where possible, the confidence regions should be graphed. 
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The automatic “ inversion ” of probability statements without attention to such points 
must be avoided. 


20.14 We may, at this stage, notice another point of a rather different kind which 
sometimes leads to difficulty. When considering the quadratic (20.18) we remarked 
that, under the conditions of the problem, the roots were always real. It may happen, 
however, that for some confidence coefficients we set ourselves an impossible task in 
the construction of real intervals. The following example will illustrate the point. 


Example 20.5 

If x,,...,%, are a sample of 2 observations from a normal population with unit 
variance and mean y, the statistic 7? = 2 (x—j)* is distributed in the chi-squared form 
with n degrees of freedom. For assigned confidence coefficient 1—« we can determine 
2, 2 (say as a central interval, to simplify the exposition) such that 

PUG < 2 < } = 1-2 (20.21) 
Now if s* = &(x—)*/n we have the identity 
2 = X(x—p) = nf{s*+(F—1)*}, 

and hence the limits for (?—,)* are given by 


Bs < (#-n)? < Bo (20.22) 


Now it may happen that s* is greater than 73/n, in which case (since y% < 3?) the 
inequality (20.22) asserts that (—,)* lies between two negative quantities, What are 
we to make of such an assertion ? 

The matter becomes clearer if we again consider a geometrical argument. Since 7? 
now depends on two statistics, s and # (which are, incidentally, independent), we require 
three dimensions to represent the position, one for and one each for sand #. Fig. 20.5 
attempts the representation. 

The quantity z? is constant on the surfaces 

(—y)* +5? = constant. 
For fixed y (i.e. planes perpendicular to the y-axis) these surfaces intersect the plane 
# = constant in a circle centred at (u, 0). These centres all lie on the line in the 
(u, ) plane, with equation ~ = %; and the surfaces of constant y? are cylinders with 
this line as axis. (They are not right circular cylinders ; only the sections perpendicular 
to the y-axis are circles.) 

Moreover, the cylinder for 7? completely encloses that for 73, as illustrated in the 
diagram. Given now an observed #, s we draw a line parallel to the u-axis. If this 
meets each cylinder in two points, 9, #o, for x2 and fy, #1, for 72, we assert that 
Hoo < # < Hiro and por < “ < Hyy. (There are two intervals corresponding to the 
ambiguity of sign when we take square roots in (20.22).) 

The point of the present example is that the line may not meet the cylinders at all. 
The roots for u of (20.22) are then imaginary. Such a situation cannot arise in, for 
example, the binomial case of Example 20.2, where every line parallel to the w axis 
in the range 0 < p < 1 must cross the confidence belt. Apart from complications 
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‘s 
Fig 20.5—Confidence cylinders (20.22) (see text) 


due to inverting inequalities such as we considered in 20.11 to 20.13, this usually hap- 
pens whenever the parameter 6 has a single sufficient statistic t which is used to set 
the intervals, But it can fail to happen as soon as we use more than one statistic and 
go into more than two dimensions, as in the present example. 

In such cases, it seems to us, we must recognize that we are being set an impossible 
task.©) We require to make an assertion with confidence coefficient 1—«, using these 
particular statistics, which is to be valid for all observed ¢ and s. This cannot be done. 
It can only be done for certain sets of values of # and s, those for which the limits of 
(20.22) are positive. For some specified # and s we may be able to lower our confidence 
level, increase the radii of the cylinders and ensure that the line through #, s does meet 
the cylinders. But however low we make it, there may always arise a sample, however 
infrequently, for which we cannot set bounds to » by this method. 

In our present example, the remedy is clear. We have chosen the wrong method 
of setting confidence intervals ; in fact, if we use the method of Example 20.1 and set 
bounds to #— from the normal curve, no difficulty arises. is then sufficient for y. 
In general, where no single sufficient statistic exists, the difficulty may be unavoidable 


“) As we understand him, Neyman would say that such intervals are not confidence intervals 
in his sense. The conditions of 20.28 below are violated. Other writers have used the ex- 
Pression for intervals obtained by inverting a probability statement without regard to these 
conditions. 
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and must be faced squarely, if not after our own suggested manner, then by some 
equally explicit interpretation. 


20.15 We revert to the approximation to confidence intervals for large samples 
discussed in 20.10. If it is considered to be too inaccurate to assume that y is normally 
distributed for the sample size n with which we are concerned, a closer approximation 
may be derived. In fact, we find the higher moments of y and use an expansion of 
the Cornish-Fisher type (6.25-6). Write, using (17.19), 


— p(@logl\?_ _ fa logL 
f= 2 (8 *) é z( = \, (20.23) 
_ dlogL 
J= 6 (20.24) 
From (17.18), under regularity conditions, 
(J) =0 (20.25) 
whence n(J) = 1. (20.26) 
We now prove that 
aihi=te U1 42E (Fe): (20.27) 


oA 


a - @logL log L aL 
na) = 61485 oF ( = - 3E( °8 ) +3 var (Fe) (20.28) 
In fact, pen re we have 


ba i dlog L’ @log L\ 
7 = 26 ("9 = )+8( = y. (20.29) 


and differentiating 


O= 1+8(73*) 


062 
we have = , 
as 0g log L a Glog L\ 
0= Bre (78 )+2( a s (20.30) 
Eliminating E {(8?log L/06?) )(@log L/06) } from (20.29) and (20.30) we arrive at 
(20.27). 


Differentiating twice both relations for I given by (20.23) and eliminating 
E {(@ log L/06*) (@log L/06)? } we find 
al dlogL\* 2. /@logL alogL\ .,,/alogL we 
oa 2 (7) sz( gh °) SE me) -38(FA 
Using the relation 
a p(PlogL\ _ ,/#logL dlogL log L’ 
we (rae) = Ea ee (“SE 
and transferring to cumulants we arrive at (20.28). The formulae are due to Bartlett 
(1953). 
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Using the first four terms in (6.54) with /, = /, = 0, we then have the statistic 


T(6) = 1 [7ae- —1«s() (78) -1} 


vil 0 6 Tt 
_1 (J) f(alogL\?_ , dlogL 
LP (C29) on 
which is, to the next order of approximation, normal with zero mean and unit variance. 
The first term is the quantity we have called y. The corrective terms involve the 
standardized cumulants of J which are equivalent to the cumulants of y. 


Example 20.6 

Let us consider the problem of setting confidence limits to the variance of a normal 
population. The distribution of the sample variance is known to be skew, and we 
can compare the exact results with those given by the foregoing approximation. 

Defining 

s= 1y(e—a, 

we know that in samples of 2 the quantity s*/o* is distributed in the Type III form, 
or alternatively that ns*/o* is distributed as 7? with n—1 degrees of freedom. 


Thus, for a sample of size 10 we have (since the upper and lower 5 per cent points 
of yz? are 3-3251 and 16-9190) 


P{s 3251 < Wr 16190} = 0-90. 
The inequalities may be inverted to give 
P {0591182 < 02 < 3-001s*} = 0-90. (20.32) 


For example, with s? = 1 the limits are 0-5911 and 3-001. 
We find, taking 9 = o°, 


dlogL om fly 
eh aH ae uw? 0}, (20.33) 
whence we confirm that 
@logL\ _ 
2 (8) =i, (20.34) 
as required. It follows from Example 17.10 that 
I= a (20.35) 
whence 
al n 
aro (20.36) 


x(fa) _2n (20.37) 
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Hence, from (20.27), (20.36) and (20.37) we have 


xs(J) = A (20.38) 
We will take the expansion (20.31) as far as x, only, obtaining 


T= | FP) Lam peel ses (aman (g2--*) }-Zh3)] 
o V3 [75 G2e-m'-0} 25, {F E(«—mt—o}" +3]: (20.39) 


We shall replace &(x—,:)?/n by ns?/(n—1), which has the same mean value, and 


obtain 
T= Fae) -3(pee) +3) (20.40) 


The first term gives us the confidence limits for 6 based on y alone. The other terms 
will be corrective terms of lower order inn, We then have approximately from (20.40) 


us i (at) ea t5} 
giving OS a er (20.41) 


For example, with n = 10, 1—« = 0-90, s? = 1,and T = +1-6449 (the 5 per cent points 
of the standardized normal distribution), we find for the limits of s*/6 the values 
0-3403 to 1-6644 and hence limits for 9 of 0:6008 and 2-939. The true values, as we 
saw at (20.32) above, are 0:5911 and 3-001. For so low a value as n = 10 the 
approximation seems very fair. 


Shortest sets of confidence intervals 

20.16 It has been seen in Example 20.1 that in some circumstances at least there 
exist more than one set of confidence intervals, and it is now necessary to consider 
whether any particular set can be regarded as better than the others in some useful 
sense, The problem is analogous to that of estimation, where we found that in general 
there are many different estimators for a parameter, but that we could sometimes find 
one (such as that with minimum variance) which was superior to the rest. 

In Example 20.1 the problem presented itself in rather a specialized form. We 
found that for the intervals based on the mean # there were infinitely many sets of 
intervals according to the way in which we selected «, and a, (subject to the condition 
that ao+a, = a). Among these the central intervals are obviously the shortest, for 
a given range will include the greatest area of the normal distribution if it is centred 
at the mean. We might reasonably say that the central intervals are the best among 
those determined by #. 

But it does not follow that they are the shortest of all possible intervals, or even 
that such a shortest set exists. In general, for two sets of intervals c, and c,, those of c, 
may be shorter than those of c, for some samples and longer in others. 
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20.17. We will therefore consider sets of intervals which are shortest on the 
average. That is to say, if 

d= t,t, (20.42) 

we require to minimize fe dF, where the integral is taken over all x’s and is therefore 


equivalent to 
j od ee (20.43) 


We now prove a theorem, due to Wilks (1938b), which is very similar to the result 
of 18.16 that Maximum Likelihood estimators in the limit have minimum variance, 
namely that in a certain class of intervals the method of 20.10 gives those which are 
shortest on the average in large samples. 

Let (x, 0) be a statistic which has a zero mean value and is such that the sum of a 
number of similar functions obeys the Central Limit Theorem. That is to say, 


2 A(x, 6) 
‘- aval var h) 


is normally distributed in the limit with zero mean and unit variance. y of equation 
(20.10) is a member of the class ¢, having h = log f(x,6). We first show that the 
average absolute rate of change of y with respect to 6, for each fixed 6, is greater than 
that of any ¢ except in the trivial case 


hm potas, 


(20.44) 


Writing g(x,0) = sos we have 


Op _ ei ag i pp § 
0 ~ Vinvarg) se Ivarget . 
ag 1 oh_ 1 Ovarh 
36" Viwvath)\- 3 Zvach™ }. oe) 
ay\ _ 1 og\ Ovarg 
Hence 3) samp = (¥) rerge Ei} - (20.46) 


Now E(g) = 0 by (20.25) and by (20.26) 
a(t) - #84) = 292) - me 
Thus (20.46) becomes 


op\ _ __avarg 
5(%) " -/(nvarg) 
= —+(nvarg). (20.47) 


Similarly, since E(#) = 0, (20.45) gives 


. (5) 7 J (ss ) = Gi). (20.48) 
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Since 
0 = E(h) = fares 
we have, differentiating under the integral sign, 
_ ang _ far af 
0= SE) = [apract [ada 
whence ‘ f 
oh a tC) 
£5) * \ Gre = - fad ax = —cov(h,g). (20.49) 
Hence, from (20.47-20.49) 
dp\: ai - Jz, ; s 
2% 'E 2 (vivarhvarg)— | cov(hg)|}- (20.50) 


By the Canihiy Schieines ceaibn the factor in braces in (20.50) is positive unless h 
is a constant multiple of g, when the factor is zero. Excluding this case, we have 


@))>#@) con 
which is our preliminary result. Now if A, is defined by 
(2n)-+ {"*exp(—is") de = 4(1-2), 
the confidence limits for 8, say tg and t,, obtained from y satisfy 


Ug (x, 0)/(nvarg) = 


v(t) = +4. 
Similarly those obtained from ¢, say u and 1, satisfy 


Uh(x,6)/V(nvarh) = +Ay 


which we may write 


which we write 


C@) = +4. 
Taylor expansions about the true value 09 give 
4d = w(Ga)+(t~00) (3) = £(0.)+(u-90($) (20.52) 


where 6’, 6” are values in the neighbourhood of 6, which converge in probability to 
65 as m increases. Putting tf = u = 04 in (20.52), we find p(6) = £(0,). 


Hence 
(t-9) (%),- (u—4) @),. (20.53) 


Now the derivatives in (20.53) will converge in probability to their expectations. Hence, 
from (20.51) and (20.53), we have for large n 


[#-8| < |u—4], 
so that the confidence limits tg, t, are closer together, on the average, than any other 
limits uo, u, given by a member of the class (20.44). 
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20.18 The result of 20.17 illustrates the close relation between the theory of 
confidence intervals and that of point estimation developed in Chapter 17. In 17.15~17 
we showed that the MVB for the estimation of 6 was equal to 1/E {(@log L/d6)? } 
and could be attained only by an estimator which was a linear function of a log L/d0. 
It is natural to expect that interval estimates of based on @log L/20 should have the 
corresponding property of being shortest on the average. We have now seen that this 
is so in large samples. 


20.19 Neyman (1937b) proposed to apply the phrase ‘“ shortest confidence inter- 
vals” to sets of intervals defined in quite a different way. As it is clear that such 
intervals are not necessarily the shortest in the sense of possessing the least length, 
even on the average, we shall attempt to avoid confusion by calling them ‘“ most 
selective.” 

Consider a set of intervals so, typified by 59, obeying the condition that 

P {69c 6 | 0} = 1-a, (20.54) 
where we write d9c 6—that is, 59 “contains” 6—for the more usual t, < 0 < ¢,. 
Let s, be some other set, typified by 6,, such that 

P {b,c 6| 0} = 1-«. (20.55) 
Either set is a permissible set of intervals, as the probability is 1—« in both cases that 
the interval 6 contains 6. 

If now for every s; we have, for any value 6’ other than the true value, 


P {6, c 6'| 0} < P {6, c 6’ | 6}, (20.56) 
Sq is said to be most selective. 


20.20 The ideas underlying this definition will be clearer from a reading of 
Chapters 22 and 23 dealing with the theory of tests. We anticipate them here to the 
extent of remarking that the object of most selective intervals is to cover the true value 
with assigned probability 1—«, but to cover other values as little as possible. We 
may say of both s, and s, that the assertion 6 c 6 is true in proportion 1—« of the cases. 
What marks out so for choice as the most selective set is that it covers false values less 
frequently than the remaining sets. 

The difference between this approach and the one leading to shortest intervals is 
that the latter is concerned only with the physical length of the confidence interval, 
whereas the former gives weight to the frequency with which alternative values of 
4 are covered. The one concentrates on locating the true value 6 with the smallest 
margin of error; the other takes into account the desirability of excluding so far as 
possible false values of 6 from the interval, so that mistakes of taking the wrong value 
are minimized. It turns out that the “ selectivity ” approach is easier to handle mathe- 
matically, so that much more attention has been given to it. 

Neyman himself has shown that most selective sets do not usually exist (for instance, 
if the distribution is continuous) and has proposed two alternative systems : 


(a) most selective one-sided systems (Neyman’s “ shortest one-sided ” sets) which 
obey (20.56) only for values of 6’—6 which are always positive or always negative ; 
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(b) selective unbiassed systems (Neyman’s “short unbiassed ” sets) which obey 

the further relation 
P {6c@|0} =1-a > P {6c6|6’}. (20.57) 

These definitions, also, amount to a translation into terms of confidence intervals 
of certain ideas in the theory of tests, and we may defer consideration of them until 
Chapter 23. We therefore need make no systematic study of “ optimum ” confidence 
intervals in this chapter. 

20.21 Tables and charts of confidence intervals 

(1) Binomial distribution—Clopper and Pearson (1934) give two central confidence 
interval charts for the parameter, for « = 0-01 and 0-05; each gives contours for 
n = 8 (2) 12 (4) 24, 30, 40, 60, 100, 200, 400 and 1000. The charts are reproduced in 
the Biometrika Tables. Upper or lower one-sided intervals can be obtained for half 
these values of «. Incomplete B-function tables may also be used—see 5.7 and the 
Biometrika Tables. 

Pachares (1960) gives central limits for « = 0-01, 0-02, 0-05, 0-10 and x = 55 (5) 100, 
and references to other tables, including those of Clark (1953) for the same values of 
« and n = 10(1) 50. 

Sterne (1954) has proposed an alternative method of setting confidence limits for a 
proportion. Instead of being central, the interval contains the values of p with the 
largest probabilities of occurrence. Since the distribution of p is skew in general, we 
clearly shorten the interval in this way. Crow (1956) has shown that these intervals 
constitute a confidence belt with minimum total area, and has tabulated a slightly 
modified set of intervals for sample sizes up to 30 and confidence coefficients 0-90, 0-95 
and 0-99, 

(2) Poisson distribution—{a) The Biometrika Tables, using the work of Garwood 
(1936), give central confidence intervals for the parameter, for observed values 
x = 0 (1) 30 (5) 50 and « = 0-002, 0-01, 0-02, 0-05, 0-10. As in (1), one-sided intervals 
are available for «/2. (b) Ricker (1937) gives similar tables for x = 0(1)50 and 
«= 0-01, 0-05. (c) Przyborowski and Wilénski (1935) give upper confidence limits 
only for x = 0 (1) 50, « = 0-001, 0-005, 0-01, 0-02, 0-05, 0-10. 

(3) Variance of a normal distribution—{a) Tate and Klett (1959) give the most 
selective unbiassed confidence intervals and the physically shortest intervals based on 
multiples of the sufficient statistic for « = 0-001, 0-005, 0-01, 0-05, 0-10 and z = 3(1) 30. 
(b) Ramachandran (1958) gives the most selective unbiassed intervals for « = 0-05 
and n—1 = 2 (1) 8 (2) 24, 30, 40 and 60. 

(4) Ratio of normal variances—Ramachandran (1958) gives the most selective un- 
biassed intervals for « = 0-05 and n,—1, 2-1 = 2 (1) 4 (2) 12 (4) 24, 30, 40, 60. 

(5) Correlation parameter—F. N. David (1938) gives four central confidence interval 
charts for the correlation parameter p of a bivariate normal population, for « = 0-01, 
0-02, 0-05, 0-10; each gives contours for = 3 (1) 8, 10, 12, 15, 20, 25, 50, 100, 200 
and 400. The Biometrika Tables reproduce the « = 0-01 and « = 0-05 charts. One- 
sided intervals may be obtained as in (1). 

Discontinuities P 

20.22 In discussing the binomial distribution in Example 20.2, we remarked on 

the fact that, as the number of successes (say c) is necessarily integral, and the propor- 
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tion of successes p (= c/n) therefore discontinuous, the confidence belt obtained is 
not exact, but provides confidence statements of form P > 1—« instead of P = 1—a. 
By a rather peculiar device, we can always make exact statements of form P = 1—« 
even in the presence of discontinuity. The method was given by Stevens (1950). 

In fact, after we have drawn our sample and observed ¢ successes, let us from else- 
where draw a random number x from the rectangular distribution dF = dx,0 < x < 1, 
eg. by selecting a random number of four digits from the usual tables and putting a 
decimal point in front. Then the variate 


y=etx (20.58) 


can take all values in the range 0 to n+1 (assuming that four decimal places is enough 
to specify a continuous variate). If y, is some given value cy+o, we have, writing 
a for the probability to be estimated, 


P(y > yo) = P(e > 9) + P(e = €o) P(x > Xo) 
a 5 ({) 1 a—ayr1+(*) (aya (1 a) 


© geati\t 
rs #2 (‘) a (1—a)*~+(1—a) z, (5) w(1—a), (20.59) 


This defines a continuous probability distribution for y. It is clearly continuous as 
X9 moves from 0+ to 1—, for cy is then constant. And at the points where x, = 0 
the probability approaches the same value from the left and from the right. We can 
therefore use this distribution to set confidence limits for w and our confidence state- 
ments based upon them will be exact statements of form P = 1—a. 

The confidence intervals are of the type exhibited in Fig. 20.6. The upper limit 


q 


0 5 10 is 20 
Number of successes plus random element 


Fig. 20.6—Randomized confidence intervals for a binomial parameter 
I 
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is now shifted to the right by amounts which, in effect, join up the discontinuities by 
a series of arcs. The lower limit also has a series of arcs, but there is no displace- 
ment to the right, and we have therefore shown on the diagram only the (dotted) approxi- 
mate upper limit of Fig. 20.2. On our scale the lower approximate limit would almost 
coincide with the lower series of arcs. The general effect is to shorten the confidence 
interval. 


20.23 It is at first sight surprising that the intervals set up in this way lie inside 
the approximate step-intervals of Fig. 20.2, and are therefore no less accurate; for 
by taking an additional random number x we have imported additional uncertainty into 
the situation. A little reflection will show, however, that we have not got something 
for nothing. We have removed one uncertainty, associated with the inequality in 
P > 1-a, by bringing in another so as to make statements of the kind P=1—«; and 
what we lose on the second we more than offset by removing the first. 


Generalization to the case of several parameters 

20.24 We now proceed to generalize the foregoing theory to the case of a distribu- 
tion dependent upon several parameters. Although, to simplify the exposition, we 
shall deal in detail only with a single variate, the theory is quite general. We begin 
by extending our notation and introducing a geometrical terminology which may be 
regarded as an elaboration of the diagrams of Fig. 20.1 and 20.2. 

Suppose we have a frequency function of known form depending on / unknown 
parameters, 6,,...,6,, and denoted by f(x, 6;,...,6,). We may require to estimate 
either 6, only or several of the 6’s simultaneously. In the first place we consider only 
the estimation of a single parameter. To determine confidence limits we require to 
find two functions, u, and u,, dependent on the sample values but not on the 6’s, such 
that 

P {uy < 0; < u,} = 1-2, (20.60) 
where 1—« is the confidence coefficient chosen in advance. 

With a sample of n values, x,,..., ,, We can associate a point in an n-dimensional 
Euclidean space, and the frequency distribution will determine a density function for 
each such point. The quantities u» and u,, being functions of the x’s, are determined 
in this space, and for any given 1—« will lie on two hypersurfaces (the natural extension 
of the confidence lines of Fig. 20.1). Between them will lie a Confidence Zone. 

In general we also have to consider a range of values of 6 which are a priori possible. 
There will thus be an /-dimensional space of 6’s subjoined to the n-space, the total 
region of variation having (J+m) dimensions; but if we are considering only the 
estimation of 6,, this reduces to an (n+1)-space, the other (/—1) parameters not 
appearing. 

We shall call the sample-space W and denote a point whose co-ordinates are 
%1,+++,%_ by E. We may then write u9(E), u, (E) to show that the confidence functions 
depend on E. The interval u,(Z)—u (E) we denote by 6(£) or 6, and as above we 
write 6c 0, to denote uo < 6, < u,. The confidence zone we denote by A, and may 
write Ee 6 or Ee A to indicate that the sample-point lies in the interval 6 or the 
region 4. 
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20.25 In Fig. 20.7 we have shown two axes, x, and x,, and a third axis correspond- 
ing to the variation of 6,. The sample-space W is thus two-dimensional. For any 
given 0,, say 6;, the space W is a hyperplane (or part of it), one such being shown. 

Take any given pair of values (x,, x2) and draw through the point so defined a line 
parallel to the @,-axis, such as PQ in the figure, cutting the hyperplane at R. The 
two values of u, and 2, will give two limits to 6, corresponding to two points on this 


*2 


Fig. 20.7—Confidence intervals for n = 2 (see icxt) 


line, say U, V. Consider now the lines PO as x,, x, vary. In some cases U, V will 
lie on opposite sides of R, and 6, lies inside the interval UV. In other cases (as for 
instance in U’V’ shown in the figure), the contrary is true. The totality of points 
in the former category determines the region A, shaded in the figure. If for any point 
in .4 we assert 6c 6’, we shall be right; if we assert it for points outside A we shall be 
wrong. 


20.26 Evidently, if the sample-point E falls in the region A, the corresponding 0; 
lies in the confidence interval, and conversely. It follows that the probability of any 
fixed 0, being covered by the confidence interval is the probability that E lies in A (6,) ; 
or in symbols— 

P {6c 6,|6;,...,0;} = P {uy < & < u,|6;,...,6;} 
= P{EEA(6;)| 6,,..., 9}. (20.61) 


122 THE ADVANCED THEORY OF STATISTICS 


From this it follows that if the confidence functions are determined so that 
P {uy < 6, < uy} = 1-« 
we shall have, for all 6,, 
P{E€A(6,)|6,,...,6,} = 1—a. (20.62) 
It follows also that for no 6, can the region A be empty, for if it were the probability in 
(20.62) would be zero. 


20.27 If the functions wu, and u, are single-valued and determined for all E, then 
any sample-point will fall into at least one region A(@;). For on the line PQ corres- 
ponding to the given E we take an R between U and JV, and this will define a value of 
6,, say 6}, such that FE € A(6{). 

More importantly, if a sample-point falls in the regions A (6;) and A (6;’) correspond- 
ing to two values of 6,, 6; and 6’, it will fall in the region A(6’), where 6,” is any 
value between 6; and 6;’. For we have 

uwy<h <u, uy <O/ <u, 
and hence 
Uy $6, < OY <6 <u, 
if 6 is the greater of 6, and 6,'. 

Further, if a sample-point falls in any of the regions A (6,) for the range of 6-values 

6, < 6, < 6; it must also fall within A(6}) and A (6/’). 


20.28 The conditions referred to in the two previous sections are necessary. We 
now prove that they are sufficient, that is to say : if for each value of 0, there is defined 
in the sample-space W a region A such that 

(1) P {E € A(8,) | 6,} = 1—«, whatever the value of the 6’s; 

(2) for any E there is at least one 6,, say 6}, such that E € A(6}); 

(3) if E € A(6;) and Ee A(6/), then E € A(6;’) for any 61” between 6; and 61’ ; 

(4) if Ee A(0,) for any 6, satisfying 6, < 6, < 6%, Ee A(6;) and Ee A(6,’); 
then confidence limits for 6, up and 4, are given by taking the lower and upper bounds 
of values of 6, for which a fixed sample-point falls within A(6,). They are determinate 
and single-valued for all E, uo < 4, and P {uy < 0, < u,|9,} = 1—« for all 6,. 

The lower and upper bounds exist in virtue of condition (2), and the lower is not 
greater than the upper. We have then merely to show that P {uo < 6, < u,|6,} = 1—« 
and for this it is sufficient, in virtue of condition (1), to show that 

P {uy < 9, < uy | 6} = P {Ee A(8,) | 9,}. (20.63) 
We already know that if E € A(0,) then uy < 6, < u,; and our result will be established 
if we demonstrate the converse. 

Suppose it is not true that when uo < 0, < u,, EE A(6,). Let E’ be a point 
outside A(6,) for which uo < 6, < u,. Then either u, = 6,, or u, = 6;, or both: 
for otherwise, u» and u, being the bounds of the values of 6, for which E lies in A (0,), 
there would exist values 0, and 0{', such that E € A(0;) and Ee A(6{’) and 

uy <0, <9, < 0 <u, 


so that, from condition (3), E € A(@,), which is contrary to assumption. 
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Thus wu) = 6, or u, = 6, or both. If both, then E must fall in A (6}), for up and u, 
are the bounds of 6-values for which this is so. Finally, if up = 6, < u, (and similarly 
if ug < 0; = uy) we see that for up < 6, < u,, E must fall in A(6,) from condition (3), 
and hence, from condition (4), E must fall in A(6;) and A(6;’) where 6, = u, and 
6) = u,. Hence it falls in A(6,). 


Choice of statistic 

20.29 The foregoing theorem gives us a formal solution of the problem of finding 
confidence intervals for a single parameter in the general case, but it does not provide a 
method of finding the intervals in particular instances. In practice we have four lines 
of approach : (1) to use a single sufficient statistic if one exists ; (2) to adopt the process 
known as “ studentization ” (cf. 20.31) ; (3) to “ guess ” a set of intervals in the light 
of general knowledge and experience and to verify that they do or do not satisfy the 
required conditions ; and (4) to approximate by an extension of the method of 20.15. 


20.30 Consider the use of a single sufficient statistic in the general case. If t, is 

sufficient for 0,, we have 
L = g(t, | 91) La(x1, ~~~ Xn Oa +» » 94). (20.64) 
The locus t, = constant determines a series of hypersurfaces in the sample-space W. 
If we regard these hypersurfaces as determining regions in W, then t, < k, say, deter- 
mines a fixed region K. The probability that E falls in K is then clearly dependent 
only on t, and 0,. By appropriate choice of k we can determine K so that 
P{EeK|6,}=1-« 

and hence set up regions based on values of t,. We can do so, moreover, in an infinity 
of ways, according to the values selected for x») and «,. We shall see in 23.3, when 
discussing this problem in terms of testing hypotheses, that the most selective intervals 
(equivalent to the most powerful test of 6, = 6%) are always obtainable from the sufficient 
statistics. 


Studentization 

20.31 In Example 20.1 we considered a simplified problem of estimating the mean 
in samples from a normal population with known variance. Suppose now that we 
require to determine confidence limits for the mean y in samples from 


1 /x-p\? 
a = ej? {-2(Z*) }* 
when o is unknown. 


Consider the distribution of z = (—,)/s, where s? is the sample variance. This 
is known to be the “ Student” form 


dF = ec (20.65) 


(cf. Example 11.8). Given «, we can now find 2, and 2,, such that 


[lar = [ar = a 
i 3 
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and hence 
P(-2, < z< %) = 1-«, 

which is equivalent to 

P(€—-sz < we < + sz,) = 1-«. (20.66) 
Hence we may say that yu lies in the range #—szq to +z, with confidence coefficient 
1—a, the range now being independent of either » orc. In fact, owing to the symmetry 
of “ Student’s ” distribution, z, = 2,, but this is an accidental circumstance not neces- 
sary to the argument. 

Tt should be noted that (20.66), like (20.4), is linear in the statistic # ; the confidence 
lines in this case also are parallel straight lines as in Fig. 20.1. The difference is that 
whereas, with o known, the vertical distance between the confidence lines is fixed as a 
function of a, in the present case the distance is a random variable, being a function of s. 
Thus we cannot here fix the width of the confidence interval in advance of taking the 
observations. 


20.32 The possibility of finding confidence intervals in this case arose from our 
being able to find a statistic z, depending only on the parameter under estimate, whose 
distribution did not contain ¢. A scale parameter can often be eliminated in this way, 
although the resulting distributions are not always easy to handle. If, for instance, 
we have a statistic ¢ which is of degree p in the variables, then t/s? is of degree zero, 
and its distribution must be independent of the scale parameter. When a statistic 
is reduced to independence of the scale in this way it is said to be ‘“ studentized, ” 
after ‘“‘ Student” (W. S. Gosset), who was the first to perceive the significance of 
the process. 


20.33 It is interesting to consider the relation between the studentized mean- 
statistic and confidence zones based on sufficient statistics in the normal case. The 
joint distribution of mean and variance in normal samples is (Example 11.7) 

2 
dF = (5)! exp{- Blew as 2 o-texp { - aha (20.67) 
and &, s are jointly sufficient (Example 17.17). In the sample space W the regions of 
constant # are hyperplanes and those of constant s are hyperspheres. If we fix # and s 
the sample-point E lies on a hypersphere of (n—2) dimensions (Example 11.7). Choose 
a region on this hypersphere of content 1—a«. Then the confidence zone A will be 
obtained by combining all such areas for all # and s. 

One such region is seen to be the “ slice ” of the sample-space obtained by rotating 
the hyperplane passing through the origin and the point (1, 1,..., 1) through an angle 
x (1—a) (not 2x(1—a) because a half-turn of the plane covers the whole space). 

The situation is illustrated for n = 2 in Fig. 20.8. 

For any given y’ the axis of rotation meets the hyperplane » = yp’ in the point 
x, = x, = wy’, and the hypercones (%—,)/s = constant in the W space become the 
plane areas between two straight lines (shaded in the figure). A set of regions A is 
obtained by rotating a plane about the line x, = x, = y through an angle so as to cut 
off in any plane u = yw’ an angle 42(1—«) on each side of 

ep! = x — pb. 
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Fig. 20.8—Confidence intervals based on “ Student’s” t for n = 2 (see text) 


The boundary planes are given by 
X,—p = (x,—y)tan({x— 46), 
X— = (x,—y) tan (tx +48), 
where B = 2a; or, after a little reduction, 
# = 3 (e1+%2) +4 (%1—%2) cot dB, 
BH = 3 (x, 4+42)—3 (41-42) cot dB. 
u then lies in the region of acceptance if 
3 (x1 +%2)—3 | 4:—%,] cotdB < pe < 4 (x, +%4)+4 | 41-2, | cotdp. 
These are, in fact, the limits given by “ Student’s ” distribution for » = 2, since the 
sample standard deviation then becomes } | x,;—x,| and 
Tf? de JAA ae = 
zl, rege 7 Ge tanta9) = 4/2 = B/2n) 
so that Zo = tan(}x—438) = cot}. 


20.34 As a further example of the use of studentization in setting confidence 
intervals, and the results to which it may lead, we consider Example 20.7. 


Example 20.7—Confidence intervals for the ratio of means of two normal variables 

Let x, y be jointly normal variables with means é, 7 and unknown variances and 
covariance. Suppose that ¢ is large enough for the range of x to be effectively positive. 
Consider the setting up of confidence intervals for the ratio 6 = 7/& based on the 
statistic f/#. We have 
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P(z < 0) = P(y—6x < 0). (20.68) 


Now the quantity y —6x is itself normally distributed and in a sample of n observa- 
tions the mean 7-0 is also normally distributed with variance 
(vary —26 cov (x, y) +6? var x)/n. 
Hence (cf. 16.10) the ratio 


o _ (9-93) V(2—1) 

: {var y— 20 cOv(x,y) +0? Varx}* em) 
is distributed as ‘“‘ Student’s” ¢ with n—1 degrees of freedom, if the denominator 
terms are estimated from the sample by formulae of the type 2(x—%)*/n. 

This result is due to Fieller (1940). We may find critical values of t from the 
tables in the usual way, and the question is then whether, from (20.69), we can assign 
corresponding limits to 6. There is now no single sufficient statistic for 6. Our 
equation depends on the set of five sufficient statistics consisting of two means and 
three (co)variance terms, which are to some extent dependent. We may therefore 
expect some of the difficulties we have previously encountered in 20.12-20.14 to appear 
here ; and in fact they do so. 

Let us consider how 6 and ¢* vary for assigned values of the five statistics. We have 

ae =i var x— 259 cOv (x,y) + x? vary 
-1 varx vary — {cov (x,y) }? 
[Gcov (xy ) — ¥ vary} — O{F var x— ¥ cbv (x, y)_ se (20.70) 
~ [var xv ar y— {cov (x,y) }*] vary — 20 cov (x,y) +6? varx}" p 
(20.70) is a cubic in @ and t*. If we graph with 6 as ordinate and ¢? as abscissa we get a 
figure similar to that of Fig. 20.9 (which, it may be as well to note, is not a confidence 


diagram). 
The maximum value (say #°,,,) of ¢? is, from (20.70), attained when 


— Jcov (x, y)—Fvary _ 
§ Var x— % cOv (x, y) ay: (20.71) 


The minimum value is at 2 = 0. The line ##/(n—1) = #*%/var x is an asymptote. 

Thus for ¢? = 0 or ?3,,,, the two values of @ coincide. For ¢? > ?%,,, they are 
imaginary. For 0 < ¢? < A they are real and distinct. As ¢? goes from 0 to #%,,, the 
larger root 6 increases monotonically (or decreases so) from the observed value ¥/# to 
A, while the smaller root decreases (or increases) from $/%, becomes infinite at the 
asymptote, reappears with changed sign on the opposite side, and monotonically 
approaches A to rejoin the other root. The limits for @ corresponding to a given 
critical value of t? are indicated in Fig. 20.9 (adapted from Fieller, 1954). For specified 
values of %, §, Var x, cOvV(x, y) and vary, we may assert that 6 lies inside a real interval 
for confidence coefficients giving ##/(n—1) in the range 0 to £*/varx; that it lies in 
an interval which is infinite in the negative direction for #2/varx < t?/(n—1) < A; and 
only that it lies somewhere in the interval — co to + 0 for t?/(n—1) > A. 
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Values of 2 


Fig. 20.9—Confidence intervals based on (20.71) (see text) 


Simultaneous confidence intervals for several parameters 
20.35 Cases fairly frequently arise in which we wish to estimate more than one 
parameter of a population, for example the mean and variance. The extension of the 
theory of confidence intervals for one parameter to this case of two or more parameters 
is a matter of very considerable difficulty. What we should like to be able to do, given, 
say, two parameters 6, and 6, and two statistics ¢ and u, is to make simultaneous interval 
assertions of the type 
P {tp <6, <t, and uo < 6, < u,} = 1-«, (20.72) 
This, however, is rarely possible. Sometimes we can make a statement giving a 
confidence region for the two parameters together, e.g. such as 
P{w< G+ @< w}=1-«. (20.73) 
But this is not entirely satisfactory ; we do not know, so to speak, how much of the 
uncertainty of the region to assign to each parameter. It may be that, unless we are 
prepared to lay down some new rule on this point, the problem of locating the para- 
meters in separate intervals is insoluble. 
Even for large samples the problems are severe. We may then find that we can 
determine intervals of the type 
P {t.(0s) < 9; < 4,(6;)} = 1-« 
and substitute a (large sample) estimate of 6, in the limits t)(6,) and ¢,(@,). This is 
very like the familiar procedure in the theory of standard errors, where we replace 
parameters occurring in the error variances by estimates obtained from the samples. 
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20.36 We shall not attempt to develop the theory of simultaneous confidence 
intervals any further here. The reader who is interested may consult papers by S. N. 
Roy and Bose (1953) and S. N. Roy (1954) on the theoretical aspect. Bartlett (1953, 
1955) discussed the generalization of the method of 20.15 to the case of two or more 
unknown parameters. The theorem of 20.17 concerning shortest intervals was gener- 
alized by Wilks and Daly (1939). Under fairly general conditions the large-sample 
regions for / parameters which are smallest on the average are given by 

tL Sf, QlogL Zee 2 
= 2 {ta 3, 06, f < a (20.74) 
where I-} is the inverse matrix to the information matrix whose general element is 

_ pfdlogL dlogL 

ty = B (pe E) 
and 72 is such that P(y? < 72) = 1—«, the probability being calculated from the 7? 
distribution with J degrees of freedom. This is clearly related to the result of 17.39 
giving the minimum attainable variances (and, by a simple extension, covariances) of 

a set of unbiassed estimators of several parametric functions. 

In Volume 3, when we discuss the Analysis of Variance, we shall meet the problem 

of simultaneously setting confidence intervals for a number of means. 


Tolerance intervals 

20.37 Throughout this chapter we have been discussing the setting of confidence 
intervals for the parameters entering explicitly into the specification of a distribution. 
But the technique of confidence intervals can be used for other problems. We shall 
see in later chapters that intervals can be found for the quantiles of a parent distribution 
(cf. Exercise 20.17) and also for the entire distribution function itself, without any 
assumption on the form of the distribution beyond its continuity. There is another 
type of problem, commonly met with in practical sampling, which may be solved by 
these methods. Suppose that, on the basis of a sample of » independent observations 
from a distribution, we wish to find two limits, L, and L,, between which at least a 
given proportion y of the distribution may be asserted to lie. Clearly, we can only 
make such an assertion in probabilistic form, i.e. we assert that, with given probability 7, 
at least a proportion y of the distribution lies between L, and L,. L, and Ly are 
called tolerance limits for the distribution; we shall call them the (8, y) tolerance limits. 
Later, we shall see that tolerance limits, also, may be set without assumptions (except 
continuity) on the form of the parent distribution (cf. Exercise 20.18). In this chapter, 
however, we shall discuss the derivation of tolerance limits for a normal distribution, 
due to Wald and Wolfowitz (1946). 


20.38 Since the sample mean and variance are a pair of sufficient statistics for the 
parameters of a normal distribution (Example 17.17), it is natural to base tolerance 
limits for the distribution upon them. In a sample of size n, we work with the un- 
biassed statistics 

#=ZIx/n, s'* = U(x — #)*/(n-1), 
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and define 
ata 
A(&s',a) = f(dat, (20.75) 
2-4! 


where f(t) is the normal frequency function. We now seek to determine the value 4 
so that 

P{A(%,s',4) > vy} = B. (20.76) 
L, = &—As' and L, = £+4s’ will then be a pair of central (f, y) tolerance limits for 
the parent distribution. Since we are concerned only with the proportion of that 
distribution covered by the interval (L,, L,), we may without any loss of generality 
standardize the population mean at 0 and its variance at 1. Thus 


S(t) = (2x)-t exp (— 4"). (20.77) 


20.39 Consider first the conditional probability, given #, that A (%, s’, 4) exceeds y. 
We denote this by P {A > y|£}. Now A is a monotone increasing function of s’, 
and the equation in s’ 


As, AD=y (20.78) 
has just one root, which we denote by s' (3, y, A). 
Let 
is (% 7,2) = 1&7). (20.79) 


Given £ and y, r = r(&, y) is immediately obtainable from a table of the normal integral, 
since 


e+e 
j f(dat = y. (20.80) 
2-7 
From (20.80) it is clear that r does not depend upon 4. Moreover, since A is monotone 
increasing in s’, the inequality A > y is equivalent to 
s > 8 (%, 7d) =1(%, n/a 
Thus we may write ‘ 
P(A > ya} = P{e> Fa}, (20.81) 


and since % and s’ are independently distributed, (20.81) becomes 
P{A > y|£} = P {(n—1)s? > (n—1)72/A?}. (20.82) 
Since (n—1)s'? = S(x—#)? is distributed like z? with (n—1) degrees of freedom, we 
have finally 
P{A > y|#} = P{G-1 > (2-1) r7/43}, (20.83) 
so that by using a table of the z? integral, we can determine (20.83). 


20.40 To obtain the unconditional probability P(A > y) from (20.83), we must 
integrate it over the distribution of , which is normal with zero mean and variance 
1jn. This is a tedious numerical operation, but fortunately an excellent approximation 
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is available. We expand P(A > y| £) in a Taylor series about ¢ = » = 0, and since 
it is an even function of £, the odd powers in the expansion vanish,” leaving 


P(A > y| #) = P(A > 7|0)+2P"(A > 710) +... (20.84) 
Taking expectations we have 
P(A > 7/8) = P(A > 7|0)4+) P'(A > y/0)4-.. (20.85) 
But from (20.84) with # = 1/x/n 
P(4 S55 a) = P{A> y|0)+4.P(A > y|0)+O(n-4). (20.86) 
(20.85) and (20.86) give 
P(A>»)= P(A > 7) Fi) tO (20.87) 


and we may use (20.87) to find an approximate value for 4 in (20.83). Wald and 
Wolfowitz (1946) showed that the approximation is extremely good even for values 
of as low as 2 if 8 and y are > 0-95, as they usually are in practice. 

On examination of the argument above, it will be seen to hold good if # is replaced 
by any estimator i of the mean, and s’? by any estimator 6? of the variance, of a normal 
population, as pointed out by Wallis (1951). 4 and 6* may be based on different 
numbers of observations. Bowker (1947) gives tables of 4 (his k) for B (his y) = 0-75, 
0-90, 0-95, 0:99 and y (his P) = 0-75, 0-90, 0-99 and 0-999, for sample sizes n = 2 (1) 
102 (2) 180 (5) 300 (10) 400 (25) 750 (50) 1000. Taguti (1958) gives tables for the 
situation where the estimates of the mean and variance of the population are based 
on different numbers of observations. If the mean is estimated from n observations 
and the variance estimate has » degrees of freedom, Taguti gives tables of A (his k) 
for B (his 1—«) and y (his P) = 0-90, 0-95 and 0-99 ; and 2 = 0-5 (0-5) 2 (1) 10 (2) 20 
(5) 30 (10) 60 (20) 100, 200, 500, 1000, oo ; » = 1 (1) 20 (2) 30 (5) 100 (100) 1000, oo. 
The small fractional values of n are useful in some applications discussed by Taguti. 

Fraser and Guttman (1956) and Guttman (1957) consider tolerance intervals which 
cover a given proportion of a normal parent distribution on the average. 


EXERCISES 


20.1 For a sample of n from the distribution 
xP—1e—2/8 
= Teer * 
we have seen (Exercise 17.1) that, for known 9, a sufficient statistic for is #/p. Hence 
derive confidence intervals for 0. 


O<x< a, p>Od, 


©) This is because the interval is symmetric about %, and could not happen otherwise. 
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20.2 Show that for the rectangular population 
dF=dx/, O<x<6 
and confidence coefficient 1~—«, confidence limits for 4 are t and t/y, where t is the sample 
range and y is given by 
ptt {n—(n—1) 9} = 


(Wilks, 1938c) 


20.3 Show that, for the distribution of the previous exercise, confidence limits for 
@ from samples of two, x, and x3, are 
(#1 +%2)/[1 + (1-(1—a)#}). 
(Neyman, 1937b) 


20.4 In Exercise 20.2, show also that if L is the larger of a sample of size two, confi- 
dence limits for @ are 
L, L/Va 
and that if M is the largest of samples of size four, limits are 
M, M/e. 
(Neyman, 1937b) 


20.5 Using the asymptotic multivariate normal distribution of Maximum Likelihood 
estimators (18.26) and the * distribution of the exponent of a multivariate normal distri- 
bution (15.10), show that (20.74) gives a large-sample confidence region for a set of 
parameters. From it, derive a confidence region for the mean and variance of a univariate 
normal distribution. 


20.6 In setting confidence limits to the variance of a normal population by the use 
of the distribution of the sample variance (Example 20.6), sketch the confidence belts 
for some value of the confidence coefficient, and show graphically that they always provide 
a connected range within which o* is located. 


20.7 Show how to set confidence limits to the ratio of variances 07/03 in two normal 
populations, based on independent samples of m, observations from the first and my 
observations from the second. (Use the distribution of the ratio of sample variances 
at (16.24).) 


20.8 Use the method of 20.10 to show that large-sample 95 per cent confidence 
limits for @ in the binomial distribution of Example 20.2 are given by 


1 (1-96)? p(1—p) , (1-96)? 
1+ (1-96)*/n {r On 196, | ame _ yh. 


20.9 Using Geary’s theorem (Exercise 11.11), show that large-sample 95 per cent 
confidence limits for the ratio @,/@, of the parameters of two binomial distributions, 
based on independent samples of size n3, m, respectively, are given by 


b2/P1 (1:96) 1-p, ,1—ps  (1-96)*/ 1 | 4(1—-p,) 
1+(1-96)*/ns {145 2nePa io %6,/[ mp1 53 mb, 4 (ant mynsPr DI} 


(Noether, 1957) 


20.10 In Example 20.6, show that the confidence interval based on 


ns? ns? 
ple sos} a1 
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(where 73 and 3? are the upper and lower }2 points of the z* distribution with (n—1) d.f.) 
is not the physically shortest interval for o? in small samples based on the x* distribution 
of ns*/o*. 

(cf. Tate and Klett, 1959) 


20.11 From two normal populations with means 2, and 4; and variances 6] = 03 = 0°, 
independent samples of sizes n, and n, respectively are drawn. Show that 


: 
t= (@-#)- 49} if ages (+n) } 


(where £,, 2, and s?, 3 are the sample means and variances) is distributed in ‘‘ Student's ” 
distribution with (”,+2,—2) d.f., and hence set confidence limits for (#;—/3). 


20.12 In Exercise 20.11, if of #03, show that the ratio distributed in “ Student's ” 
distribution is no longer t, but 


» _ 1—#)—@i—4d) ‘ns? on t 
f= dja,teciag Ke a+ +28) /cn+m—D} : 


20.13 If f(x|6) = g(x)/h(6), (a(6) < x < b(0)), and 5(6) is a monotone decreasing 
function of a (6), show (cf. 17.40-1) that the extreme observations x1) and xiq) are a pair 
of jointly sufficient statistics for 6. From this joint distribution, show that the single 
sufficient statistic for 6, 


6 = min {a-* (x), 0 (Him) }s 
has distribution 
_ nh) yr, é 
dF = nO? {-h'()}d, 0<6< 6%, 
where 6* is defined by a (6*) = 5(6*). 


20.14 In Exercise 20.13, show that y = h(6)/h(6) has distribution 


dF = ny" dy, O<sy<i. 
Show that 


Pal <y <1} =1-2, 


and hence set a confidence interval for0. Show that this is shorter than any other interval 
based on the distribution of y. 


(Huzurbazar, 1955) 
20.15 Apply the result of Exercise 20.14 to show that a confidence interval for 6 in 
dF = =. O<x<8, 


is obtainable from 
P {xny <0 < xqyez“/"} = 1-a 
and that this is shorter than the interval in Exercise 20.2. 


20.16 Use the result of Exercise 20.14 to show that a confidence interval for 6 in 
dF = e-=—%dx, O@<x<0 
is obtainable from 


P{ aur joes <6< «oh =1-a 
(Huzurbazar, 1955) 
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20.17 Use the joint distribution of two order-statistics (14.23) to obtain confidence 
intervals for any quantile of a continuous distribution. 


20.18 In Exercise 20.17, use the joint distribution of the extreme order-statistics 
to obtain tolerance intervals for a continuous distribution. 


20.19 x and y have a bivariate normal distribution with variances 0}, 03, and cor- 
relation parameter p. Show that the variables 


ro cae 

6, a, oO Oo 
are independently normally distributed. In a sample of n observations with sample 
variances s3 and s} and correlation coefficient r,,, show that the sample correlation co- 
efficient of u and v may be written 
__ t=" 
(44-48 
where 1=s?/s} and A=oj/o3. Hence show that, whatever the value of p, confidence 
limits for 4 are given by 


1{K-(K*-1)4}, 1{K+(K*-1)4} 


= 


where 


and # is the 100« per cent point of “‘ Student’s ” ¢* distribution. 
(Pitman, 1939a) 


20.20 In 20.39, show that r(%, 7) defined at (20.80) is, asymptotically in n, 
7) 0.0 (143,), 
(Bowker, 1946) 


20.21 Using the method of Example 6.4, show that for a y* distribution with » 
degrees of freedom, the value above which 1008 per cent of the distribution lies is 7} 


where 
a 2\t 2 1 
mw 1+(;) datz, (di-e—1) +0 ()): 
da 
where f (22)-bexp(— 31%) dt = a. 
-@ 
20.22 Combine the results of Exercises 20.20-20.21 to show that, from (20.83), 
ds , 5(dg+2) 
amron{i+ gy yt dae 


(Bowker, 1946) 


CHAPTER 21 
INTERVAL ESTIMATION: FIDUCIAL INTERVALS 


21.1 At the outset of this chapter it is desirable to make a few remarks on matters 
of terminology. Problems of interval estimation in the precise sense began to engage 
the attention of statisticians round about the period 1925-1930. The approach from 
confidence intervals, as we have defined them in the previous chapter, and that from fiducial 
intervals, which we shall try to expound in this chapter, were presented respectively 
by J. Neyman and by R. A. Fisher ; and since they seemed to give identical results there 
was at first a very natural belief that the two methods were only saying the same things 
in different terms. In consequence, the earlier literature of the subject often contains 
references to “‘ fiducial” intervals in the sense of our “ confidence” intervals; and 
(less frequently) to “ confidence ” intervals in some sense more nearly related to the 
“ fiducial ” line of argument. 

Although this confusion of nomenclature has never been adequately cleared up, 
it is now generally recognized that fiducial intervals are different in kind from confidence 
intervals. But their devotees have, so it seems to us, not always made it quite clear 
where the difference lies; nor have they always used the term “ fiducial ” in strict 
conformity with the usage of Fisher, who, having invented it, may be allowed the right 
of precedence by way of definition. We shall present what we believe to be the basic 
ideas of the fiducial approach, but the reader who goes to the original literature may 
expect to find considerable variation in terminology. 


21.2 To fix the ideas, consider a sample of size n from a normal population of 
unknown mean, 4, and unit variance. The sample mean < is a sufficient statistic for u, 
and its distribution is 


dF = al ese (ince a (21.1) 


(21.1), of course, expresses the distribution of different values of # for a fixed 
unknown value of «. Now suppose that we have a single sample of n observations, 
yielding a sample mean Z,. We recall from (17.68) that the Likelihood Function of 
the sample, L(£,|), will (since # is sufficient for x) depend on u only through the 
distribution of # at (21.1), which may therefore be taken to represent the Likelihood 
Function. Thus 


Lela) « ,/(Z)exe Ine - wh. (21.2) 


If weare prepared, perhaps somewhat intuitively, to use the Likelihood Function (21.2) 
as measuring the intensity of our credence in a particular value of 4, we finally write 


aF = ( Jl Eewt-ie-way (21.3) 
134 
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which we shall call the fiducial distribution of the parameter z. We note that the integral 
of (21.3) over the range (— 00, 00) for zis 1, so that no constant adjustment is necessary. 


21.3 This fiducial distribution is not a frequency distribution in the sense in 
which we have used the expression hitherto. It is a new concept, expressing the inten- 
sity of our belief in the various possible values of a parameter. It so happens, in this 
case, that the non-differential element in (21.3) is the same as that in (21.1). This 
is not essential, though it is not infrequent. 

Nor is the fiducial distribution a probability distribution in the sense of the fre- 
quency theory of probability. It may be regarded as a distribution of probability in 
the sense of degrees of belief ; the consequent link with interval estimation based on 
the use of Bayes’ theorem will be discussed below. Or it may be regarded as a new 
concept, giving formal expression to our somewhat intuitive ideas about the extent to 
which we place credence in various values of yu. 


21.4 The fiducial distribution can now be used to determine intervals within 
which y is located. We select some arbitrary numbers, say 0-02275 and 0-97725, and 
decide to regard those values as critical in the sense that any acceptable value of u 
must not give to the observed £, a (cumulative) probability less than 0-02275 or greater 
than 0-97725. Then, since these values correspond to deviations of +20 from the 
mean of a normal distribution, and ¢ = 1/1/n, we have 

-2< (41-4) vn <2, 

which is equivalent to 

,-2/V/n < w < ¥,4+2//n. (21.4) 
This, as it happens, is the same inequality as that to which we were led by central 
confidence intervals based on (21.1) in Example 20.1. But it is essential to note that 
it is not reached by the same line of thought. The confidence approach says that if 
we assert (21.4) we shall be right in about 95-45 per cent of the cases in the long run. 
Under the fiducial approach the assertion of (21.2) is equivalent to saying that (in some 
sense not defined) we are 95-45 per cent sure of being right in this particular case. The 
shift of emphasis is evidently the one we encountered in considering the Likelihood 
Function itself, where the function L(x| 6) can be considered as an elementary prob- 
ability in which 6 is fixed and x varies, or as a likelihood in which < is fixed and 6 varies. 
So here, we can make an inference about the range of @ either by regarding it as a con- 
stant and setting up containing intervals which are random variables, or by regarding 
the observations as fixed and setting up intervals based on some undefined intensity 
of belief in the values of the parameter generating those observations. 


21.5 There is one further fundamental distinction between the two methods. 
We have seen in the previous chapter that in confidence theory it is possible to have 
different sets of intervals for the same parameter based on different statistics (although 
we, naturally discriminate between the different sets, and chose the shortest or most 
selective set). This is explicitly ruled out in fiducial theory (even in the sense that 
we may choose central or non-central intervals for the same distribution when using 
both its tails). We must, in fact, use all the information about the parameter which 

kK 
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the Likelihood Function contains. This implies that if we are to set limits to 9 by a 
single statistic t, the latter must be sufficient for 6. (We also reached this conclusion 
from the standpoint of most selective confidence intervals in 20.30.) 

As we pointed out in 17.38, there is always a set of jointly sufficient statistics for 
an unknown parameter, namely the 2 observations themselves. But this tautology 
offers little consolation : even a sufficient set of two statistics would be difficult enough 
to handle ; a larger set is almost certainly practically useless. As to what should be 
done to construct an interval for a single parameter 6 where a single sufficient statistic 
does not exist, writers on fiducial theory are for the most part silent. 


21.6 Let f(t,6) be a continuous frequency function and F(t,6) the distribution 
function of a statistic ¢ which is sufficient for 6. Consider the behaviour of f for some 
fixed t, as 6 varies. Suppose also that we know beforehand that @ must lie in a certain 
range, which may in particular be (— 0, 00). Take some critical probability 1—« 
(analogous to a confidence coefficient) and let 0, be the value of 6 for which F(t,6) = 

Now suppose also that over the permissible range of 6, f(t,,6) is a monotonic non- 
increasing function of @ for any ¢;. Then for all @ < 6, the observed t, has at least as 
high a probability density as f(t,, 6,), and for 6 > 6, it has a lower probability density. 
We then choose @ < 6, as our fiducial interval. It includes all those values of the 
parameter which give to the probability density a value greater than or equal to f(t,,9,). 


21.7 If we require a fiducial interval of type 
6, < 8 < 6, 
we look for two values of 6 such that f(t, 4.,) = f(t:,9.,) and F (t,, 0.,) —F (t1, ,) = 1—«. 
If, between these values, f(t,,) is greater than the extreme values f(t, 6,,) oF f(t1,9,)s 
and is less than those values outside it, the interval again comprises values for which 
the probability density is at least as great as the density at the critical points. 

If the distribution of t is symmetrical this involves taking a range which cuts off 
equal tail areas on it. For a non-symmetrical distribution the tails are to be such that 
their total probability content is «; but the contents of the two tails are not equal. 
It is the extreme ordinates of the interval which must be equal. Similar considerations 
have already been discussed in connexion with central confidence intervals in 20.7. 


21.8 On this understanding, if our fiducial interval is increased by an element d0 
at each end, the probability ordinate at the end decreases by (OF (t,,0)/00)d6. For 
the fiducial distribution we then have 


ar = —2F ts 


OF (9) gg, (21.5) 


This formula, however, requires that f(t), by shall be a non-decreasing function of 6 
at the lower end and a non-increasing function of 6 at the upper end of the interval. 


Example 21.1 
Consider again the normal distribution of (21.1). For any fixed £,, as mu varies 
from —o through #, to + 00, the probability density varies from zero monotonically 
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to a maximum at £, and then monotonically to zero. Thus for any value in the range 
¥,-k to ¥,+k the density is greater than at the points #,—k or ¥,+k. We can there- 
fore set a fiducial interval 

B-k< p< 3,+k, 
for any convenient value of k > 0. In (21.4) we took k to be 2/4/n. 


Example 21.2 
As an example of a non-symmetrical sampling distribution, consider the distribution 


xP-te-s/0 
= “ee 0; \. ‘ 
dF 6 T'(p) dx, p> O<x< a (21.6) 
If p is known, t = £/p is sufficient for 0 (cf. Exercise 17.1) and its sampling distribution 


is easily seen to be 
rt ey P-1¢-B/0 

aF ( yey (21.7) 
where 8 = np. Now in this case 9 may vary only from 0 to o. As it does so the 
ordinate of (21.7) for fixed t rises monotonically from zero to a maximum and then 
falls again to zero, being in fact an inversion of a Type III distribution. Thus, if we 
determine 6,, and 6,, such that the ordinates at those two values are equal and the 
integral of (21.7) between them has the assigned value 1—«, the fiducial range is 


6,,< 6 < 6,,. 
We may write (21.7) in the form 
(2 aft 
= (5) Fa*(o) el 
and hence 
Bt/6 48-1 9—e 
F(t,@) = a dt. 21.9 
= J Sw ii 
Thus 


_OF_ | a (5 ‘) 
00 T(B) Ju=puye 00\ 6 

_ (B16 Bt 

~\o}) TA) 
Thus the fiducial distribution of @ is 

Bt\? e~P/* do 
G To (21.10) 

The integral of this from 6 = 0 to 6 = oo is unity. 

In comparing (21.7) with (21.10) it should be noticed that we have replaced dt, 
not by d0, but by #d0/0; or, putting it slightly differently, we have replaced dt/t by 
d6'9. It is worth while considering why this should be so, and to restate in specific 
form the argument of 21.8. 

We determine our fiducial interval by reference to the probability F(t,0). Looking 
at (21.9) we see that this is an integral whose upper limit is, apart from a constant, t/0. 
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Thus for variation in 9 we have the ordinate of the frequency function (the integrand) 
multiplied by d,(¢/6) = —td6/6*, while for variation in ¢ the multiplying factor is 
d,(t/0) = dt/@. Thus, from (21.5), —(@F/00)d0 = td6/6*, while (@F/dt) dt = dt/0. 
It is by equating these expressions that we obtain d0/6 = dt/t. 


21.9 When we try to extend our theory to cover the case where two or more para- 
meters are involved, we begin to meet difficulties. In point of fact, practical examples 
in this field are so rare that any general theory is apt to be left in the air for want of 
exemplification. We shall therefore concentrate the exposition on two important 
standard cases, the estimation of the mean in normal samples where the variance is 
unknown, and the estimation of the difference of two means in samples from two 
normal populations with unequal variances. 


Fiducial inference in “ Student’s” distribution 

21.10 It is known that in normal samples the sample mean % and the sample 
variance s*(= &(x—#)*/n) are jointly sufficient for the parent mean yu and variance o*. 
Their distribution may be written as 

1 Nos .{s\" ns*) ds 
dF ce Sexp {~ 35 (8-ay as(2) en {-35 > (21.11) 
If we were considering fiducial limits for » with known a, we should use the first factor 
on the right of (21.11) ; but if we were considering limits for ¢ with known » we should 
not use the second factor, the reason being that ¢ itself enters into the first factor. In 
fact (cf. Example 17.10), the sufficient statistic in this case is not s* but &(x—,)*/n, 
whose distribution is obtained by merging the two factors in (21.11). 

For known o, we should, as in Example 21.1, replace d# by dy to obtain the fiducial 
distribution of uz. For known y, we should use the fact that Z(x—j)* = n {s*+ (¥—)?} 
is distributed like x in (21.6) with p = m and 6 = o, and hence, as in Example 21.2, 
replace ds/s by da/c. The question is, can we here replace d¥ ds/s in (21.11) by duda/o 
to obtain the joint fiducial distribution of ~ and o? 

Fiducialists assume that this is so. The question appears to us to be very debat- 
able. However, let us make the assumption and see where it leads us. For the 
fiducial distribution we shall then have 

n-1 2 
dP oc Lexp {-.(e-m"} du (:) exp {-# = (21.12) 
We now integrate for ¢ to obtain the fiducial distribution of yu. 
We arrive at 


dF « ——4ls (21.13) 


zu 
fi+6 = \ 


() Although & and s are statistically independent, » and o are not independent in any fiducial 
sense. The laws of transformation from the frequency to the fiducial distribution have not 
been elucidated to any extent for the multi-parameter case. In the above case some support for 
the process can be derived a posteriori from the reflexion that it leads to “‘ Student’s ” distribu- 
tion, but if fiducial theory is to be accepted on its own merits, something more is required. 
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This is a form of “‘ Student’s ” distribution, with ead /(n—1) in place of the usual 


t, and n—1 degrees of freedom. Thus, given «, we can find two values of t, to and ¢,, 
such that 


P{-t,<t<t}=1-« 
and this is equivalent to locating in the range 
{¥—sto/V(n—-1), F+5t,/V/(n—-1)}. (21.14) 
This may be interpreted, as in 20.31, in the sense of confidence intervals, i.e. as implying 
that if we assert y to lie in the range (21.14) we shall be right in a proportion 1—« of 
the cases. But this is by no means essential to the fiducial argument, as we shall see 
later. 


The problem of two means 

21.11 We now turn to the problem of finding an interval estimate for the difference 
between the means of two normal distributions, which was left undiscussed in the previous 
chapter in order to facilitate a unified exposition here. We shall first discuss several 
confidence-interval approaches to the problem, and then proceed to the fiducial-interval 
solution. Finally, we shall examine the problem from the standpoint of Bayes’ theorem. 


21.12 Suppose, then, that we have two normal distributions, the first with mean 
and variance parameters y,,07 and the second with parameters u,,0%. Samples of 
size n,, n, respectively are taken, and the sample means and variances observed are £,, s? 
and 3,52. Without loss of generality, we assume n, < ny. 

Now if of = o2 = o?, the problem of finding an interval for x,—j4, = 6 is simple. 
For in this case d = #,—%, is normally distributed with 


E(d) = 4, 
mtno(L)| 


and n,s?/o%, n,s3/o3 are each distributed like z* with n,—1, n,—1 d.f. respectively. 
Since the two samples are independent, (n, s?+,53)/o? will be distributed like z? with 
n,+n,—2 d.f., and hence, writing 

s? = (ny si+483)/(n, + 22-2) 


(21.15) 


we have 
E(s*) = 0%. (21.16) 
Now 
rochetyp (6) 
a? 
- o ge / (21.17) 
d-6é 


= (21.18) 


is a ratio of a standardized normal variate to the square root of an unbiassed estimator 
of its sampling variance, which is distributed independently of it (since s? and s? are 
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independent of #, and ¥,). Moreover, (n, +2,—2) s/o? is a x? variable with n,+n,—2 
d.f. Thus y is of exactly the same form as the one-sample ratio 


carne” emg Te} 


which we have on several occasions (e.g. Example 11.8) seen to be distributed in 
“ Student’s ” distribution with n,—1 d.f. Hence (21.18) is also a “ Student’s” 
variable, but with n,+n,—2 d.f., a result which may easily be proved directly. 

There is therefore no difficulty in setting confidence intervals or fiducial intervals 
for 6 in this case: we simply use the method of 20,31 or 21.10, and of course, as in 
the one-sample case, we obtain identical results, quite incidentally. 


21.13 When we leave the case o? = 03, complications arise. The variate distri- 
buted in “ Student’s ” form, with 2,+n,—2 d.f., by analogy with (21.17), is now 


t= —2=o_ (mst, mass)! 
{24s}! ae \, + (21.19) 
MN Ms nytn—2 


The numerator of (21.19) is a standardized normal variate, and its denominator is the 
square root of an independently distributed y* variate divided by its degrees of freedom, 
as for (21.17). The difficulty is that (21.19) involves the unknown ratio of variances 
0 = of/o$. If we also define u = st/s?, N = n,/ng, we may rewrite (21.19) as 


= —2)t 
d—8)(ny+n,—2 (21.20) 


“AEH C ay 


which clearly displays its dependence upon the unknown 9. If @ = 1, of course, 
(21.20) reduces to (21.18). 


21.14 We now have to consider methods by which the “ nuisance parameter, ”’ 0, 
can be eliminated from interval statements concerning 6. We must clearly seek some 
statistic other than ¢ of (21.20). One possibility suggests itself immediately from 
inspection of the alternative form, (21.18), to which (21.17) reduces when 6 = 1. The 


statistic 
d—d 


(tats) 


is, like (21.18), the ratio of a normal variate with zero mean to the square root of an 
independently distributed unbiassed estimator of its sampling variance. However, 
that estimator is not a multiple of a y* variate, and hence z is not distributed in 
“Student’s”” form. The statistic z is the basis of the fiducial approach and one 
approximate confidence interval approach to this problem, as we shall see below. 

An alternative possibility is to investigate the distribution of (21.18) itself, i.e. to 
see how far the statistic appropriate to the case 9 = 1 retains its properties when 0 ¥ 1. 
This, too, has been investigated from the confidence interval standpoint. 

However, before proceeding to discuss the approaches outlined in this section, we 


z= (21.21) 
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examine at some length an exact confidence interval solution to this problem, based 
on “ Student’s”’ distribution, and its properties. The results are due to Scheffé 
(1943a, 1944). 


Exact confidence intervals based on “Student’s” distribution 
21.15 If we desire an exact confidence interval for 6 based on the “ Student ” 
distribution, it will be sufficient if we can find a linear function of the observations, 
L, and a quadratic function of them, Q, such that, for all values of o%, 03, 
(i) ZL and Q are independently distributed ; 
(ii) E(L) = 6 and varL = V; and 
(iii) Q/V has a x? distribution with k df. 


L-6é 
Then t 7m 
has ‘ Student’s ” distribution with k d.f. We now prove a remarkable result due to 
Scheffé (1944), to the effect that no statistic of the form (21.22) can be a symmetric 
function of the observations in each sample ; that is to say, ¢ cannot be invariant under 
permutation of the first sample members x,,(¢ = 1, 2, ... , #;) among themselves and 
of the second sample members x,,(¢ = 1, 2,..., #3) among themselves. 


(21.22) 


21.16 Suppose that t is symmetric in the sense indicated. Then we must have 


L = lxytcsUrey 
: : 21.23 
Q= ee ee ¢ ) 


where the c’s are constants independent of the parameters. 
Now from (21.22) 
E(L) = 6 = 4-4» (21.24) 
while from (21.23) 
E(L) = ene, t+eataps (21.25) 
(21.24) and (21.25) are identities in u, and wg; hence 
yyy = My CaMghy = My 


so that 

¢, =1/n, ¢,= —1/ny. (21.26) 
From (21.26) and (21.23), 

L=4%,-%,=d, (21.27) 

and hence 

varL = V = of/n,+03/ny. (21.28) 
Since Q/V has a z? distribution with k df. 

E(Q/V) = k, 

so that, using (21.28), 

E(Q) = k(oj/n, + 03/n,), (21.29) 


while, from (21.23), 
E(Q) = gn, (of + uh) +04 (my — 1) ui + C59 (03+ 44) 
+ eens (ty—1) 18+ Muy My — (21.30) 
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Equating (21.29) and (21.30), we obtain expression for the c’s, and thence, from (21.23), 
mn ae 

Q= af +8 i} (21.31) 
(21.27) and (21.31) reduce (21.22) to (21.21). Now a linear function of two independent 
z? variates can only itself have a y* distribution if it is a simple sum of them, and 
n,st/o% and n,s3/o% are independent x? variates. Thus, from (21.31), QO will only 
be a x? variate if 


kop _ kof 
ny(m,-1) n;(n,—1) 2 
or a 
_ OF _ ™,(n,—1) 
0= Pe a (21.32) 


Given n,, n,, this is only true for special values of of, of. Since we require it to be 
true for all values of 03, o3 we have established a contradiction. Thus ¢ cannot be 
a symmetric function in the sense stated. 


21.17 Since we cannot find a symmetric function of the desired type having 
“ Student’s ” distribution, we now consider others. We specialize (21.22) to the 
situation where 


L= 2am, 
mi (21.33) 
Q= 2 (@,-L), 
i=1 
and the d, are independent identical normal variates with 
E(d) =6,  vard,;= 0%, all i. (21.34) 
It will be remembered that we have taken 2, < m3. (21.22) now becomes 
L-6 n(n iy} 
t= = (L—8) fava 21.35 
(orn nyp~ © {Say era 
which is a “ Student” variate with (n,—1) df. 
Suppose now that in terms of the original observations 
d; = xy E eg tee (21.36) 
j=l 
The d; are multinormally distributed, since they are linear functions of normal variates 
(cf. 15.4). Necessary and sufficient conditions that (21.34) holds are 
Dey =1, 
] 


id, =¢, (21.37) 
Deigsers = 0, t#k. 
2 


Thus, from (21.36) and (21.37) 
vard; = o* = of +c*a3. (21.38) 
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21.18 The central confidence interval, with confidence coefficient 1—«, derived 
from (21.35) is 
|L—8] < ty-1,2{Q/(t1—1)}, (21.39) 
where t,-1,¢ is the appropriate deviate for n,—1 d.f. The interval-length 7 has 
expected value, from (21.39), 


ea piel mV" 

BU) = rata ga —1yp (Cr) a 
the last factor on the right being found, from the fact that », Q/o? has a x? distribution 
with n,—1 d.f., to be 

y I (4m) 
E =e) = v2 Dn) 21.41 
(3) } = rrmcts sie 


To minimize the expected length (21.40), we must minimize o, or equivalently, mini- 
mize ¢* in (21.38), subject to (21.37). The problem may be visualized geometrically 
as follows: consider a space of m, dimensions, with one axis for each second suffix of 
the c;; Then Ze,; = 1 is a hyperplane, and ae = ¢c? is an n,-dimensional hyper- 


sphere which is intersected by the plane in an (n,—1)-dimensional hypersphere. We 
require to locate n, < m, vectors through the origin which touch this latter hypersphere 
and (to satisfy the last condition of (21.37)) are mutually orthogonal, in such a way 
that the radius of the m,-dimensional hypersphere is minimized. This can be done 
by making our vectors coincide with n, axes, and then c? = 1. But if m, < my, we 
can improve upon this procedure, for we can, while keeping the vectors orthogonal, 
space them symmetrically about the equiangular vector, and reduce c? from 1 to its 
minimum value n,/n,, as we shall now show. 


21.19 Written in vector form, the conditions (21.37) are 


c,u' =1 

Cq=c i= sf (21.42) 
=0 i#hk, 

where c; is the ith row vector of the matrix {c,;} and u is a row vector of units. 

If the m, vectors c; satisfy (21.42), we can add another (n,—1,) vectors, satisfying 
the second (normalizing and orthogonalizing) condition of (21.42), so that the aug- 
mented set forms a basis for an ,-space. We may therefore express u as a linear 
function of the 2, ¢-vectors, 


us : Ber, (21.43) 
=1 
where the g, are scalars. Now, using (21.42) and (21.43), 
1=c¢,u = e, & Br Cy = Ug, e; cy 
=1 


= gic’. 
Thus 
& = 1fee, i=1,2,..., 0, (21.44) 
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Also, since u is a row vector of units, 


fm, = uu’ = (Z8+cr)(Z ci), 


which, on using (21.42), becomes 


% 
ny= & gic.cy 
k=1 
=a 2 ee et (21.45) 
=1 mt1 
Use of (21.44) gives, from (21.45), 
n= {net z ai} 
mt 
or 
n> 4. 
Hence 
c2> n,/ny, (21.46) 


the required result. 


21.20 The equality sign holds in (21.46) whenever g, = 0 fork = n,+1,..., m3. 
Then the equiangular vector u lies entirely in the space spanned by the original n, 
e-vectors. From (21.44), these will be symmetrically disposed around it. Evidently, 
there is an infinite number of ways of determining c¢,,, merely by rotating the set of 
nm, vectors. Scheffé (1943a) obtained the particularly appealing solution 


o4 = (111/ms)#— (12) 4++1/n,, j=1,2,...,m, 
Lies —(@n)7+1/,  j(#i)~1,2,..., | (21.47) 
eins ys eee ae 


It may easily be confirmed that (21.47) satisfies the conditions (21.37) with c? = ,/m,. 
Substituted into (21.36), (21.47) gives 


de = %44—(01,/m4)t q+ (amy? au +(1 (ny) Xan (21.48) 
which yields in (21.33) 
L = %,—,, 
1 21.49 
9-52 | al 
where 
u= Xa, — (1 /m3)t xg, 
i. Soe } (21.50) 
Hence, from (21.35) and (21.48-21.50), 
= _ 2 33 f%(%—1) t 
{#,-4%, {pet (21.51) 


is a “ Student’s ” variate with n,—1 d.f., and we may proceed to set confidence limits 
for 6 = uy—p3. 
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21.21 It is rather remarkable that we have been able to find an exact solution of 
the confidence interval problem in this case only by abandoning the seemingly natural 
requirement of symmetry. (21.51) holds for any randomly selected subset of n, of 
the m, variates in the second sample. Just as, in 20.22, we resorted to randomization 
to remove the difficulty in making exact confidence interval statements about a discrete 
variable, so we find here that randomization alone allows us to bypass the nuisance 
parameter 6. But the extent of the randomization should not be exaggerated. The 
numerator of (21.51) uses the sample means of both samples, complete; only the 
denominator varies with different random selections of the subset in the second sample. 
It is impossible to assess intuitively how much efficiency is lost by this procedure. 
We now proceed to examine the length of the confidence intervals it provides. 


21.22 From (21.38) and (21.46), we have for the optimum solution (21.48), 
vard, = o? = o7+(n,/n3) 03. (21.52) 
Putting (21.52) into (21.40), and using (21.41), we have for the expected length of 
the confidence interval 
= of +(n,/n,)o3|* V2T (4n,) 
BU) = Darel ety t Md DY ae 
We now compare this interval / with the interval L obtained from (21.19) if 6 = o7/o3 
is known. The latter has expected length 


- of /n, +03/ny mS 133)! 
E(L) = 2ta+n- sf e44,-2 ! e {hs + say, (21.54) 
the last factor being evaluated from the z? distribution with (n,+n,—2) d.f. as 
V2 {(m+2,-1)} (21.55) 


P{i (a, +2,—2)} ° 
(21.53-55) give for the ratio of expected lengths 
-1e [My+n,—2 T'(4n,) {3 (2,+2,—2)} 

B/E) = foots (EE) pia DP Dy 259 
As n,—> ©, with nm, fixed, each of the three factors of (21.56) tends to 1, and there- 
fore the ratio of expected interval length does so, as is intuitively reasonable. For 
small n,, the first two factors exceed 1, but the last is less than 1. The following table 
gives the exact values of (21.56) for 1—« = 0-95, 0-99 and a few sample sizes. 


Table of E() / =) Grom Scheffé, ee) 


aed 1-2 = 095 1-a =099 
7, 

min! 5 10 202 0 @ ; 5S 10 20 0 @ 

5 1159 1-20 1-23 1-25 1-28 ° 1:27 1:36 1:42 «1-47 1:52 

10 105 107 1-09 1-11 110 113 146 1-20 
20 103 1-03 1-05 105 1-06 1-09 
40 1-01 1-02 1-02 1-04 
co 1 1 
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Evidently, J is a very efficient interval even for moderate sample sizes, having an 
expected length no greater than 11 per cent in excess of that of L for n,—1 > 10 at 
1—a = 0-95, and no greater than 9 per cent in excess for n,—1 > 20 at 1—a« = 0-99. 
Furthermore, we are comparing it with an interval based on knowledge of 0. "Taking 
this into account, we may fairly say that / puts up a very good performance indeed : 
the element of randomization cannot have resulted in very much loss of efficiency. 

We have spent a considerable time expounding this solution to the two-means 
problem, mainly because it is not at all well-known. There are, however, also approxi- 
mate confidence-interval solutions of the problem, which we shall now summarize. 


Approximate confidence-interval solutions 

21.23 Welch (1938) has investigated the approximate distribution of the statistic 
(21.18), which is a “ Student’s ” variate when o? = o%, in the case o? # of. In this 
case, the sampling variance of its numerator is 


var (d—6) = of/n,+03/ny, 


u = (d—6)/(o3/n, + o3/n,)}, 
oot) 


y=u/w. (21.58) 
The difficulty now is that w?, although distributed independently of u, is not a multiple 
of a x? variate when 0 4 1. However, by equating its first two moments to those of 
a x" variate, we can determine a number of degrees of freedom, », for which it is approxi- 
mately a 4° variate. Its mean and variance are, from (21.57), 
E(w*) = b(»,0+»,), 
var (mw) = eis} (2h?) 


so that, writing 


(21.57) 


(21.18) may be written 


where we have written 


¥,=,-1, %,=n,-1, 
be SL aa oe ae (21.60) 


If we identify (21.59) with the moments of a multiple g of a z* variate with » df, 


7 ee (21.61) 
we find 
g = 56%, +%3)/(0¥, +43), 
v= Genre (21.62) 


With these values of g and », w*/g is approximately a y? variate with » degrees of free- 


dom, and hence, from (21.57), 
+ 
or / {FI (21.63) 


is a “ Student’s ” variate with y d.f. If @ = 1,» = », +, = ,+n,—-2,2 = b = 1/%, 
and (21.63) reduces to (21.18), as it should. But in general, g and » depend upon 6. 
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21.24 Welch (1938) investigated the extent to which the assumption that 6 = 1 
in (21.63), when in reality it takes some other value, leads to erroneous conclusions. 
His discussion was couched in terms of testing hypotheses rather than of interval esti- 
mation, which is our present concern, but his conclusion should be briefly mentioned. 
He found that, so long as 2, = mq, no great harm was done by ignorance of the true 
value of 6, but that if 2, # mq, serious errors could arise. To overcome this difficulty, 
he used exactly the technique of 21.23 to approximate the distribution of the statistic z 
of (21.21). In this case he found that, whatever the values of 7, and ny, 2 itself was 
approximately distributed in ‘‘ Student’s ” form with 


wn (E+ = / Geant a6) (21.64) 


degrees of freedom, and that the influence of a wrongly assumed value of 8 was now 
very much smaller. This is what we should expect, since the denominator of z at 
(21.21) estimates the variances o?, o3 separately, while that of (21.58) uses a “‘ pooled ” 
estimate s? which is clearly less appropriate when o? ¥ 03. 


21.25 Welch (1947) has refined the approximate approach of the last section. 
His argument is a general one, but for the present problem may be summarized as 
follows. Defining s?, s3 with 2,—1,2,—1 as divisors respectively, so that they are 
unbiassed estimators of variances, we seek a statistic h(s?, s3, P) such that 

P{(d—6) < h(6i, 8 P)} = P (21.65) 
whatever the value of 6. Now since (d—6) is normally distributed independently of 
s?, 2, with zero mean and variance o?/n,+03/n, = D*, we have 


P{(d-8) < M4, P)| 448) = (5) (21.66) 
where I(x) = (2n)-4exp(—41%)dt. Thus, from (21.65) and (21.66), 
P= | [1D Ses @atas. (21.67) 


Now we may expand J(h/D), which is a function of sj, 3, in a Taylor series about 
the true values 02,03. We write this symbolically 


1iGegt y = {= aaa} {2G 22), (21.68) 


where the operator 0, represents differentiation with respect to s?, and then putting 
§ = o}, and s? = s?/n,+s$/n,. We may put (21.68) into (21.67) to obtain 


P= | fewte-opaisenap]xr{(*F27), ares) 


Now since we have 


jee» sy)” 2-2) eC). 


on carrying out each integration in the symbolic expression (21.69) we find 
~in 
Jexwtet—opanscnas = (1-222) exp(—ota) 
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which, put into = 69), we 
—in 
= a{(i- 232) exp(—9% a9] I (Hak? (21.70) 
t=1 
We can solve (21.70) to obtain ie form of the function k, and hence find h(s?, s2, P), 
for any known P. 
Welch gave a series expansion for hk, which in our special case becomes 


(2,33, 1+)? (1+ é*) 2 
‘EGP. g [1+ +6 Ca Sain ESP) 3 ants --.J5 


(21.71) 


where ¢, = (43 v, = n,—1 and é is defined by 1(&) = 
n\n Ne, 

Since (d—6)/s = z of (21.21), (21.71) gives the distribution function of z. 

Following further work by Welch, Aspin (1948, 1949) and Trickett et al. (1956), 
(21.71) has now been tabled as a function of »,,¥, and ¢,, for P = 0-95, 0-975, 0-99 
and 0-995. These tables enable us to set central confidence limits for 6 with 1—« 
= 0-90, 0-95, 0-98 and 0:99. Some of the tables are reproduced as Table 11 of the 
Biometrika Tables. 

Asymptotic expressions of the type (21.71) have been justified by Chernoff (1949) 
and Wallace (1958). (21.71) is asymptotic in the sense that each succeeding term on 
the right is an order lower in ». 

So far as we know, no comparison has been made of the confidence intervals obtained 
by this method and those obtained from Scheffé’s statistic (21.51). The latter have 
the advantage that no special table is necessary for their use, since the variate has an 
exact ‘‘ Student’s ” distribution. They may therefore be used for a wider range of 
values of «. But Welch’s method will presumably give shorter intervals for very small 
sample sizes, where the loss of efficiency of Scheffé’s statistic is greatest. 

Wald (1955) carried the Welch approach much further, but confined himself to 
the case n, = m,, where the problem is least acute, since the Scheffé solution is then 
at its most efficient. 


The fiducial solution 
21.26 The fiducial solution of the two-means problem starts from the joint distri- 
bution of sample means and variances, which may be written 


OF ce exp {34 (,—m))—F8 x ma)) dF dx 


spl? spe? n, Sf, S$ 

a 3 gpd oP -3 a 2a ds, ds. (21.72) 
In accordance with the fiducial argument, we replace d¥,,d%, by du,,du, and ds,/s,, 
ds,/s, by do;/o,, do,/o,, as in 21.10. Then for the fiducial distribution (omitting 
powers of s, and s,, which are now constants) we have 


1 My ps Ns ps 
«x isn gps *P {—PEs— a) Fh aos) du, du,x 
exp {— 39-38 do, dos (21.73) 
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Writing 
t= tac ddvlem 1) t= HaSV), (21.74) 
we find, as in (21.10), the joint distribution of 1, and y, 
aF oc, eh dyts (21.75) 


{(1+4/(,—1)}™ (14+ 8/(n.- 1)? 
where we write d,t, to remind ourselves that the differential element is «/(m,— 1) dt,/s, 
and similarly for the second sample. 

We cannot proceed at once to find an interval for 6 = “,;—p. In fact, from 
(21.74) we have 

(41-1) — (#4) = O—d = ty 5,/V(,—1)—t53/V/(m— 1), (21.76) 

and to set limits to 6 we require the fiducial distribution of the right-hand side of (21.76) 
or some convenient function of it. This is a linear function of t, and t,, whose fiducial 
distribution is given by (21.75). In actual fact Fisher (1935b, 1939), following Behrens, 
chose the statistic (21.21) 
d-6 


(ata) 


as the most convenient function. We have 
2, = t,cosy—t,siny, (21.77) 


z= 


where 
4/4 

n,—-1/ 1-1 
For given y the distribution of z (usually known as the Fisher—Behrens distribution) 
can be found from (21.76). It has no simple form, but Fisher and Yates’ Statistical 
Tables give tables of significance points for z with assigned values of ,, 2,, y, and the 
probability 1—«. In using these tables (and in consulting Fisher’s papers generally) 
the reader should note that our s*/(n—1) is written by him as s’*. 


tan*y = 


(21.78) 


21.27 In this case, the most important yet noticed, the fiducial argument does not 
give the same result as the approach from confidence intervals. That is to say, if we 
determine from a probability 1—« the corresponding points of z, say 2, and 2,, and 
then assert 


a 8 ea 8 8 


we shall not be correct in a proportion 1—« of cases in the long run, as is obvious 
from the fact that z may be expressed as 
es ACSC eNO! {les i 
(#.—1)sf+(2.-1) 83 ny+n,—2 
where #, defined by (21.20), has an exact ‘‘ Student’s ” distribution. Since ¢ is distri- 
buted independently of 8, z cannot be. 
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This fact has been made the ground of criticism by adherents of the confidence- 
interval approach. The fiducialist reply is that there is no particular reason why such 
statements should be correct in a proportion of cases in the long run; and that to 
impose such a desideratum is to miss the point of the fiducial approach. We return 
to this point later. 


Bayesian intervals 

21.28 We proceed now to consider the relation between fiducial theory and interval 
estimation based on Bayes’ theorem, as developed by Jeffreys (1948). The theorem 
(8.2~3) states that the probability of g, on data p and H is proportional to the product 
of the probability of g, on H and the probability of p on g, and H. Symbolically 


P{q,|p,H} «< P(q-| H)P(p| 9H). (21.80) 
From the Bayesian viewpoint, we take g, to be a value of the parameter 6 under estimate 
and P(q,|H) as its prior distribution in probability. P{g,|p,H} then becomes the 
posterior probability distribution of 6 and we can use it to set limits within which 6 
lies, to assigned degrees of probability in this sense. 

The major problem, as we have noted earlier, is to assign values to the prior distri- 
bution P(q,|H). Jeffreys has extended Bayes’ postulate (which stated that if nothing 
is known about 9 and its range is finite, the prior distribution should be proportional 
to d@) to take account of various situations. In particular, (1) if the range of 0 is infinite 
in both directions the prior probability is still taken as proportional to d@; (2) if 6 
ranges from 0 to oo the prior distribution is taken as proportional to d6/0. 


Example 21.3 
In the case of the normal distribution considered in 21.2 we have, with # sufficient 
for pu, 


- ee Byres 
PE lms H) = ginger {-3(e-ayh}, (21.81) 
and if 4 can lie anywhere in (— 00, + 00), the prior distribution is taken as 
P(du|H) = du. (21.82) 
Hence, for the posterior distribution of y, 
2 1 Mee ys 
P(du|#,H) Gay? {-F@- | du. (21.83) 


Integration over the range of 4 from — 0 to o shows that the proportionality is in 
fact an equality. Thus we may, for any given level of probability, determine the 
range of 4. This is, in fact, the same as that given by confidence-interval theory or 
fiducial theory. 

On the other hand, for the distribution (21.6) of Example 21.2 we take the prior 
distribution of 6, which is in (0, 0), to be 

P(d6|H) = 46/6. (21.84) 

The essential similarity to the fiducial procedure in Example 21.2 will be evident. We 
also have 
B pP-1 B10 do 


P(d|1,H) « (5) TH (21.85) 
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Evaluation of the constant, required to make the integral from 6 = 0 to o equal 
to unity, gives ; 
8 4B e-ft/e 
P(d6|t,H) = (5) arm” (21.86) 
which again is the same distribution as the one obtained by the confidence-interval 
and the fiducial approaches. 


21.29 Let us now consider the case of setting limits to the mean in normal samples 
when the variance is unknown. For the “ Student” distribution we have 


kat 
P(dt|y,0,H) = dean (21.87) 
where k is some constant and »y = n—1. The parameters yu and o do not appear on 
the right and hence are irrelevant to P(dt|H) and may be suppressed. Thus 


kat 


PCat) = pepe (21.88) 
Suppose now that we assume that 
P(dt|Z,s,H) = f(t)dt, (21.89) 
Then, as before, # and s may be suppressed, and we have 
P(dt| H) = f (t) dt, (21.90) 
and hence, by comparison with (21.88), 
P(dt|%,s,H) = a (21.91) 


We can then proceed to find limits to ¢, given # and s, in the usual way. Jeffreys 
emphasizes, however, that this depends on a new postulate expressed by (21.89) which, 
though natural, is not trivial. It amounts to an assumption that if we are comparing 
different distributions, samples from which give different #’s and s’s, the scale of the 
distribution of 4 must be taken proportional to s and its mean displaced by the differ- 
ence of sample means. 


21.30 Ina similar way it will be found that to arrive at the Fisher—Behrens distri- 
bution it is necessary to postulate that 
P{dt,, dts| Z1, F251) Sa» H} = f(t) fa(ts) dts dts. (21.92) 
Jeffreys’ derivation of the Fisher-Behrens form from Bayes’ theorem would be as 
follows : 
The prior probability of du,du,.do,do,|H is 


Pd, duydo, doy) H} o $1440 do, 
19%: 
The likelihood (denoting the data by D) is 
1 s 
P{D| By By Oy oy H} x ono exp [- Flas +e Ft saree]. 
L 
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Hence, by Bayes’ theorem, 


Pidsdide de | DA =? 


opti gurl 
exp | F-80448} 28 (essa +e]. 


Integrating out the values of o, and a, we find for the posterior distribution of «4, and 
Hg a form which is easily reducible to (21.75). 


‘ 


Discussion 

21.31 There has been so much controversy about the various methods of estima- 
tion we have described that, at this point, we shall have to leave our customary objective 
standpoint and descend into the arena ourselves. The remainder of this chapter is 
an expression of personal views. We think that it is the correct viewpoint ; and it 
represents the result of many years’ silent reflexion on the issues involved, a serious 
attempt to understand what the protagonists say, and an even more serious attempt to 
divine what they mean. Whether it will command their approval is more than we 
can conjecture. 


21.32 We have, then, to examine three methods of approach: confidence inter- 
vals, fiducial intervals and Bayesian intervals. We must not be misled by, though we 
may derive some comfort from, the similarity of the results to which they lead in certain 
simple cases. We shall, however, develop the thesis that, where they differ, the basic 
reason is not that one or more are wrong, but that they are consciously or unconsciously 
either answering different questions or resting on different postulates. 


21.33 It will be simplest if we begin with the Bayes—Jeffreys approach. If it be 
granted that probability is a measure of belief, or an undefined idea obeying the usual 
postulates, Bayes’ theorem is unexceptionable. We have to recognize, however, that 
by abandoning an attempt to base our probability theory on frequencies of events, we 
have lost something in objectivity. 

The second hurdle to be taken is the acceptance of rules expressing prior prob- 
ability distributions. Jeffreys has very persuasively argued for the rules referred to 
above and nothing better has been proposed. At the same time there seems to be 
something arbitrary, for example, in requiring the prior distribution of a parameter 
which may range from — 0 to +o to be du, whereas if it varies only over the range 
0 to oo it should have a prior distribution proportional to du/p. Sophisticated argu- 
ments concerning the distinction somehow fail to impress us as touching the root of 
the problem. 


21.34 It should also be noticed that we have applied the Bayes argument to cases 
where a set of sufficient statistics exists. This is not essential. If L is the Likelihood 
Function, we can always write 

P{6] x1, ... XH}  P(O|H)L(x,,...,%,|8,H) (21.93) 
and, given P(6| H), determine the posterior distribution of 6. From this viewpoint, 
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the only advantage of a small set of sufficient statistics is that it summarizes all the rele- 
vant information in the Likelihood Function in fewer statistics than the n sample values. 
As we have remarked previously, these sample values themselves always constitute 
a set of sufficient statistics, though in practice this may be only a comforting tautology. 


21.35 Confidence-interval theory is also general in the sense that the existence 
of a single sufficient statistic for the unknown parameter is a convenience, not a neces- 
sity. We have, however, noted that where no single sufficient statistic exists there 
may be imaginary or otherwise nugatory intervals in some cases at least, and we know of 
no case in which these difficulties appear in the presence of single sufficiency, so that 
confidence-interval theory is possibly not so free from the need for sufficiency as might 
appear ; but perhaps it would be better to say that where nested and simply connected 
intervals cannot be obtained, there are special difficulties of interpretation. 

The principal argument in favour of confidence intervals, however, is that they 
can be derived in terms of a frequency theory of probability without any assumptions 
concerning prior distributions such as are essential to the Bayes approach. This, in 
our opinion, is undeniable. But it is fair to ask whether they achieve this economy 
of basic assumption without losing something which the Bayes theory possesses. Our 
view is that they do, in fact, lose something on occasion, and that this something may 
be important for the purposes of estimation. 


21.36 Consider the case where we are estimating the mean of a normal popula- 
tion with known variance. And let us suppose that we know that ,« lies between 0 and 1. 
According to Bayes we should have 


P(du|#) = (21.94) 


and the problem of setting limits to 1, though not free from mathematical complexity, 
is determinate. What has confidence-interval theory to say on this point? It can 
do no more than reiterate statements like 
P{E—-1-96/+/n < pe < F4+1-96/+/n} = 0-95. 

These are still true in the required proportion of cases, but the statements take no 
account of our prior knowledge about the range of 4 and may occasionally be idle. 
It may be true, but would be absurd, to assert —1 < yu < 2 if we know already that 
0 <p <1. Ofcourse, we may truncate our interval to accord with the prior informa- 
tion, but we then lose exactness, and make statements with probability at least 1—«. 
In our example, we could assert only that 0 < » < 1: the observations would have 
added nothing to our knowledge. 

In fact, so it seems to us, confidence-interval theory has the defect of its principal 
virtue : it attains its generality at the price of being unable to incorporate prior know- 
ledge into its statements. When we make our final judgment about “, we have to 
synthesize the information obtained from the observations with our prior knowledge. 
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Bayes’ theorem attempts this synthesis at the outset. Confidence theory leaves it until 
the end (and, we feel bound to remark, in most current expositions ignores the point 
completely). 


21.37 Fiducial theory, as we have remarked, has been confined by Fisher to the 
case where sufficient statistics are used, or, quite generally, to cases where all the in- 
formation in the Likelihood Function can be utilized. No systematic exposition has 
been given of the procedure to be followed when prior information is available, but there 
seems no reason why a similar method to that exemplified by equation (21.94) should 
not be used. That is to say, if we derive the fiducial distribution f(y) over a general 
range but have the supplementary information that the parameter must lie in the range 
Mo to uz, (within that general range), we modify the fiducial distribution by truncation to 


£09 / ["F0) de. 


21.38 One critical difficulty of fiducial theory is exemplified by the derivation of 
“ Student’s ” distribution in fiducial form given in 21.10. It appears to us that this 
particular matter has been widely misunderstood, except by Jeffreys. Since the 
“ Student” distribution gives the same result for fiducial theory as for confidence 
theory, whereas the two methods differ on the problem of two means, both sides seem 
to have sought for their basic differences in the second, not in the first. But in our 
view c’est le premier test qui cofite. If the logic of this is agreed, the more general Fisher— 
Behrens result follows by a very simple extension. This is also evident from the Bayes- 
Jeffreys approach, in which (21.92) is an obvious extension of (21.90) for two inde- 
pendent samples. 

The question, as noted in 21.10, is whether, given the joint distribution of # and s 
(which are independent in the ordinary sense), we can replace déds by dudo/c. It 
appears to us that this is not obvious and, indeed, requires a new postulate, just as 
(21.90) requires a new postulate. On this point, the paper by Yates (1939) is explicit. 


Paradoxes and restrictions in fiducial theory 

21.39 This is not the only obscurity which exists concerning the fundamentals of 
fiducial inference. Alternative fiducial solutions to what is ostensibly the same prob- 
lem have been put forward by Fieller (1954) and Creasy (1954)—-see also the discussion 
following their papers. Examples in which the fiducial distribution is not unique are 
given by Mauldon (1955) and Tukey (1957), but Fisher (1956) and Quenouille (1958) 
have pointed out that these arise owing to the sufficient statistics for the parameters 
having a structure different from that in the examples we have discussed in 21.10 and 
21.26. If (t,, ts) are jointly sufficient for (8,,0,), we may write the alternative factoriza- 
tions 

L(%[ 61,63) © g (ts, t2 1,92) = 81 (t1| tas 91,93) 82(t2] 1, 92) 
= £s(tsl ty 91, 62) 84 (t1| 16s). (21.95) 

If t, and t, each depend on only one of the parameters, there is no difficulty, each 
statistic being singly sufficient for its parameter. In the contrary case, we may dis- 
tinguish two possibilities : 
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(a) One of the statistics (say t,) depends on both parameters, and the conditional 
distribution of the other, t,, only on one (say 63). Thus, given 4,, t, is singly sufficient 
for 6, and the first factorization in (21.95) is 


L x gy (t1| ts 91,91) e2(t2| 92). (21.96) 
If we integrate out 6, over the joint fiducial distribution to obtain the fiducial distribu- 
tion of 6,, we have no ambiguity, for we cannot alternatively write 


L x gg (ts| 1,91, 63) 84 (#1| 9s), 
since the last factor on the right of the second line of (21.95) will depend on @,. Only 
the first factorization in (21.95) is fiducially useful. 

It will be seen that in 21.10 and 21.26 this condition obtained, the sample mean 
or difference of means being ft, and the sample variance(s) t,. (These problems were 
further simplified by the independence of t, and ty.) 

(b) Both statistics depend on both parameters, and neither is sufficient for one 
parameter when the other parameter is known. Here ambiguity may arise through 
the two factorizations of (21.95) and non-uniqueness may result. 

To ensure a unique fiducial distribution for 6,, we therefore require a single sufficient 
statistic for 6, when 0, is known, as well as (t,,t,) to be jointly sufficient for the para- 
meters, We return to this subject in connexion with tests of hypotheses in 23.34, 
where we shall find this requirement sufficient to ensure optimum properties for certain 
tests. 


21.40 Following upon some work by Grundy (1956), Lindley (1958a) has recently 
obtained a simple yet far-reaching result which not only illuminates the relationship 
between fiducial and Bayesian arguments, but also limits the claims of fiducial theory 
to provide a general method of inference, consistent with and combinable with Bayesian 
methods. In fact, Lindley shows that the fiducial argument is consistent with Bayesian 
methods if and only if it is applied to a random variable x and a parameter 6 which may 
be (separately) transformed to u and t respectively so that t is a location parameter 
for u; and in this case, it is equivalent to a Bayesian argument with a uniform prior 
distribution for t. 


21.41 Using (21.5), we write for the fiducial distribution of 6 (without confusion 
with the usual notation for the characteristic function) 


$.(8) = - ZF el 6), (21.97) 


while the posterior distribution for 6 given a prior distribution p(0) is, by Bayes’ 
theorem, 


7, (6) = PCo)s (#10) / | POs las, (21.98) 
where f (x|6) = OF (x|0)/@x, the frequency function. Writing r(x) for the denomin- 
ator on the right of (21.98), we thus have 


7, (6) = aa ok 16) (21.99) 
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If there is some prior distribution p(6) for which the fiducial distribution is equivalent 
to a Bayes posterior distribution, (21.97) and (21.99) will be equal, or 


=f) (21.100) 


(21.100) shows that the ratio on its left-hand side must be a product of a function of 6 
and a function of x. We rewrite it 


1 OF, 1 OF 
a 30 an a 0. (21.101) 
For given p(@) and r(x), we solve (21.101) for F. The only non-constant solution is 

F = G{R(x)-P(6)}, (21.102) 
where G is an arbitrary function and R, P are respectively the integrals of r, p with 
respect to their arguments. If we write u = R(x), t = P(6), (21.102) becomes 

F = G{u-t}, (21.103) 
so that t is a location parameter for u. Conversely, if (21.103) holds, (21.100) is satis- 
fied with uw and t for x and 6 and p(z) a uniform distribution. Thus (21.103) is a 
necessary and sufficient condition for (21.100) to hold, i.e. for the fiducial distribution 
to be equivalent to some Bayes posterior distribution. 


21.42 Now consider the situation where we have two independent samples, sum- 
marized by sufficient statistics x, y, from which to make an inference about 6. We 
can do this in two ways: 

(a) we may consider the combined evidence of the two samples simultaneously, 
and derive the fiducial distribution ¢,,, (8) ; 

(b) we may derive the fiducial distribution ¢,(6) from the first sample above, and 
use this as the prior distribution in a Bayesian argument on the second sample, to pro- 
duce a posterior distribution z,, , (6). 

Now if the fiducial argument is consistent with Bayesian arguments, (a) and (b) 
are logically equivalent and we should have ¢,,,(0) = 2;,y(8). 

Take the simplest case, where x and y have the same distribution. Since it admits 
a single sufficient statistic for 6, the parent frequency function is of the form (17.83), from 
which we may deduce (cf. Exercise 17.14) that the distribution of x itself is of form 


Sf (#18) = f()g exp (x9), (21.104) 
and similarly for y in the other sample. Moreover, in the combined samples, x+y is 
evidently sufficient for 6, and thus the combined fiducial distribution ¢,, ,(9) is a func- 
tion of (x+y) and 6 only. We now ask for the conditions under which zz, (8) is also 
a function of (x+y) and @ only. Since by Bayes’ theorem 

Hz, (8) = - $2 (6)f (y18) 


; j $2(0) f (y16)a0 
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if 25, y(6) is a function of (x+y) and 6 only, so also will be the ratio for two different 
values of 6 


%z,y(8) _ $2(6)f(y|9)_ 
Ty) $2(6') fF (v18) (21.105) 


Thus (21.105) must be invariant under interchange of x and y. Using (21.104) in 
(21.105), we therefore have 


xz, y(9) $.(9)g (6) exp{y(0-6’)} = PORE 20-07} 


He, y(6) $.(6')2 6’) $,(6')2(6') 

so that 

Sey sew = P(E 0-8)} 
or 

$.(0')e .$4(0)e-* ; 

$2 (6) = $,@)e" &*, (21.106) 

and if we regard 6’ and y as constants, we may write (21.106) as 
$,(8) = A(x). B(O)e”, (21.107) 


where A and B are arbitrary functions. Using (21.97), (21.104) and (21.107), we have 
—2 FeI6) 
wre _ 4.10) _ Ale) BO) oti 
Brey FEI” FeO 


But (21.108) is precisely the condition (21.100), for which we saw (21.103) to be neces- 
sary and sufficient. Thus we can have ¢,,,(6) = 2,,,(6) if and only if x and 6 are 
transformable to (21.103) with x a location parameter for u, and p(t) a uniform distribu- 
tion. Thus the fiducial argument is consistent with Bayes’ theorem if and only if the 
problem is transformable into a location parameter problem, the prior distribution of 
the parameter then being uniform. An example where this is not so is given as 
Exercise 21.11. 

Lindley goes on to show that in the exponential family of distributions (17.83), 
the normal and the Gamma distributions are the only ones obeying the condition of 
transformability to (21.103): this explains the identity of the results obtained by 
fiducial and Bayesian methods in these cases (cf. Example 21.3). 


21.43 Lindley’s result demonstrates that, except in a special (although important) 
class of cases, the fiducial argument imports an essentially new principle into statistical 
inference, not in accord with the classical methods. Bayes’ theorem is an essential 
and indisputable theorem of the calculus of probabilities; if we require results con- 
sistent with its use, the fiducial argument must be abandoned in cases not satisfying 
the location parameter condition (21.103), and consequently the scope of fiducial infer- 
ence as a general method of inference is limited. 
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21.44 Still another objection to fiducial theory is one which has already been 
mentioned in respect of the Bayes approach. It abandons a strict frequency approach 
to the problem of interval estimation. It is possible, indeed, as Barnard (1950) has 
shown, to justify the Fisher-Behrens solution of the two-means problem from a differ- 
ent frequency standpoint, but as he himself goes on to argue, the idea of a fixed “ refer- 
ence set”, in terms of which frequencies are to be interpreted, is really foreign to the 
fiducial approach. And it is at this point that the statistician must be left to choose 
between confidence intervals, which make precise frequency-interpretable statements 
which may on exceptional occasions be trivial, and the other methods, which forgo 
frequency interpretations in the interests of what are, perhaps intuitively, felt to be 
more relevant inferences. 


EXERCISES 


21.1 If # is the mean of a sample of nm values from 


= ey | OF 
aF = ae { ion 


s is equal to D(x—<)*/(n—1), and x is a further independent sample value, show that 


pu *% n 
8 Ap ntl 


is distributed in ‘‘ Student’s ” form with n—1 d.f. Hence show that fiducial limits for 
x are 


1 
Rts’ ty “ 


where tf, is chosen so that the integral of ‘“ Student’s”” form between —f, and ¢ is an 
assigned probability 1—«. 
(Fisher, 1935b. This gives an estimate of the next value when n values have 
already been chosen, and extends the idea of fiducial limits from parameters 
to variates dependent on them.) 


21.2 Show similarly that if a sample of m, values gives mean #, and estimated variance 
s7, the fiducial distribution of mean %, and estimated variance s? in a second sample of 
ty is 


dF x 


si) h(-2) da de 
mn, hate) 
nytny 


{om—t)aP +(e +812" af 


Hence, allowing mg to tend to infinity, derive the simultaneous fiducial distribution 
of mw and o. 
(Fisher, 19350) 


21.3 If the cumulative binomial distribution is given by 
GU,2) = = (j)va-a 
s-S\J, 
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show that f/n is sufficient for 2 and that 


hg (x) dn = SU") 5, = ( phi pend aan 


is an admissible fiducial distribution of z. Show that 


hy (adn = °F UFE2) ay (7) #a-ar-rsde 


is also admissible. 
Hence show how to determine 2, from h, and z, from hy, such that the fiducial interval 
tt, < 2 € 7, has at least the associated probability 1—«. 


(Stevens, 1950. The use of two fiducial distributions is necessitated by dis- 
continuity in the observed f. Compare 20.22 on the analogous difficulty in 
confidence intervals.) 


21.4 Let ly, lis, .- +» Liyn—1 be (n—1) linear functions of the observations which 
are orthogonal to one another and to £,, and let them have zero mean and variance o}. 
Similarly define J3;, Lys, ..-,ls,2-1- 

Then, in two samples of size n from normal populations with equal means and 
variances oj and 03, the function 


ee Hae nt 
{2 (hstly)*/(n—1) 
will be distributed as ‘‘ Student’s ” t with n—1 degrees of freedom. Show how to set 


confidence intervals to the difference of two means by this result, and show that the 
solution (21.51) is a member of this class of statistics when n,=nq. 


21.5 Given two samples of 2;, 2, members from normal populations with unequal 
variances, show that by picking mn, members at random from the n, (where n, < ny) 
and pairing them at random with the members of the first sample, confidence intervals 
for the difference of means can be based on “ Student’s” distribution independently 
of the variance ratio in the populations. Show that this is equivalent to putting 
cy = O #7); = 16 =F) in (21.36), and hence that this is an inefficient solution of the 
two-means problem. 


21.6 Use the method of 21.23 to show that the statistic z of (21.21) is distributed 
approximately in “‘ Student’s” form with degrees of freedom given by (21.64). 


21.7 From Fisher’s F distribution (16.24), find the fiducial distribution of 8 = o?/0j, 
and show that if we regard the “‘ Student’s ” distribution of the statistic (21.20) as the 
joint fiducial distribution of 6 and 8, and integrate out 6 over its fiducial distribution, we 
arrive at the result of 21.26 for the distribution of z. 

(Fisher, 1939) 


21.8 Prove the statement in 21.16 to the effect that if ax+by = 2, where x and y 
are independent random variables and x, y, z are all 7? variates, the constants a = 6 = 1. 
(Scheffé, 1944) 


21.9 Show that if we take the first two terms in the expansion on the right of (21.71), 
(21.65) is, to order 1/n, the approximation of (21.21) given in 21.24, i.e. a “‘ Student’s ” 
distribution with degrees of freedom (21.64). 
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21.10 Show that for n, = n, = n, the conditional distribution of the statistic x of 
(21.21) for fixed s,/s, is obtainable from the fact that 


=) 
98 


is distributed like ‘‘ Student’s”’ ¢ with 2(n—1) degrees of freedom. 


(Bartlett, 1936) 
21.11 Show that if the distribution of a sufficient statistic x is 
Fel0) = aes de, x>0,6>0, 
the fiducial distribution of @ os combined samples with sufficient statistics x, y, is 
$z,y (8) = fon jp Oat + S24 bat) ONG a 42] 
(where z = x+y), while that for a a sample is 


$2(6) = ai Ose 1 +(1+6)(1+3)}. 
(Note that the minus sign in (21.5) is unnecessary here, since F (x|6) is an increasing 
function of 6.) Hence show that the Bayes posterior distribution from the second sample, 
using ¢,(6) as prior distribution, is 
z,y (8) oc (sz) x(1+y)[1+(1+6)(1+2)], 
so that ty, y(8) # $z,y(8). Note that z1,y(0) # zy, (6) also. 
(Lindley, 1958a) 


CHAPTER 22 
TESTS OF HYPOTHESES: SIMPLE HYPOTHESES 


22.1 We now pass from the problems of estimating parameters to those of testing 
hypotheses concerning parameters. Instead of seeking the best (unique or interval) 
estimator of an unknown parameter, we shall now be concerned with deciding whether 
some pre-designated value is acceptable in the light of the observations. 

In a sense, the testing problem is logically prior to that of estimation. If, for 
example, we are examining the difference between the means of two normal popula- 
tions, our first question is whether the observations indicate that there is any true 
difference between the means. In other words, we have to compare the observed 
differences between the two samples with what might be expected on the hypothesis 
that there is no true difference at all, but only random sampling variation. If this 
hypothesis is not sustained, we proceed to the second step of estimating the magnitude 
of the difference between the population means. 

Quite obviously, the problems of testing hypotheses and of estimation are closely 
related, but it is nevertheless useful to preserve a distinction between them, if only 
for expository purposes. Many of the ideas expounded in this and the following 
chapters are due to Neyman and E. S. Pearson, whose remarkable series of papers 
(1928, 1933a, b, 1936a, b, 1938) is fundamental.“ 


22.2 The kind of hypothesis which we test in statistics is more restricted than the 
general scientific hypothesis. It is a scientific hypothesis that every particle of matter 
in the universe attracts every other particle, or that life exists on Mars ; but these are 
not hypotheses such as arise for testing from the statistical viewpoint. Statistical 
hypotheses concern the behaviour of observable random variables. More precisely, 
suppose that we have a set of random variables x,,...,%,. As before, we may 
represent them as the co-ordinates of a point (x, say) in the n-dimensional sample space, 
one of whose axes corresponds to each variable. Since x is a random variable, it has 
a probability distribution, and if we select any region, say w, in the sample space W, 
we may (at least in principle) calculate the probability that the sample point x falls 
inw, say P(x Ew). We shall say that any hypothesis concerning P(x € w) is a statistical 
hypothesis. In other words, any hypothesis concerning the behaviour of observable 
random variables is a statistical hypothesis. 

For example, the hypothesis (a) that a normal distribution has a specified mean 
and variance is statistical ; so is the hypothesis (b) that it has a given mean but un- 
specified variance ; so is the hypothesis (c) that a distribution is of normal form, both 
mean and variance remaining unspecified ; and so, finally, is the hypothesis (d) that 
two unspecified continuous distributions are identical. Each of these four examples 


“) Since this and the following chapters were written there hes appeared an important mono- 
graph on the subject, Testing Statistical Hypotheses by E. L. Lehmann (Wiley, New York, 1959). 
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implies certain properties of the sample space. Each of them is therefore translatable 
into statements concerning the sample space, which may be tested by comparison with 
observation. 


Parametric and non-parametric hypotheses 

22.3 It will have been noticed that in the examples (a) and (b) in the last paragraph, 
the distribution underlying the observations was taken to be of a certain form (the 
normal) and the hypothesis was concerned entirely with value of one or both of its 
parameters. Such a hypothesis, for obvious reasons, is called parametric. 

Hypothesis (c) was of a different nature. It may be expressed in an alternative 
way, since it is equivalent to the hypothesis that the distribution has all cumulants 
finite, and all cumulants above the second equal to zero (cf. Example 3.11). Now the 
term “ parameter ” is often used to denote a cumulant or moment of the population, 
in order to distinguish it from the corresponding sample quantity. This is an under- 
standable, but rather loose, usage of the term. The normal distribution 


dF (x) = (2n)texp { = (54) }as/e 


has just two parameters, 4 and o. (Sometimes it is more convenient to regard # and 
o? as the parameters, this being a matter of convention. We cannot affect the number 
of parameters by minor considerations of this kind.) We know that the mean of the 
distribution is equal to 4, and the variance to o?, but the mean and variance are no 
more parameters of the distribution than are, say, the median {also equal to 4), the 
mean deviation about the mean (= o(2/z)}), or any other of the infinite set of constants, 
including all the moments and cumulants, which we may be interested in. By “ para- 
meters,” then, we refer to a finite number of constants appearing in the specification 
of the probability distribution of our random variable. 

With this understanding, hypothesis (c), and also (d), of 22.2 are non-parametric 
hypotheses. We shall be discussing non-parametric hypotheses at length in Chapters 
30 onwards, but most of the theoretical discussion in this and the next chapter is equally 
applicable to the parametric and the non-parametric case. However, our particularized 
discussions will mostly be of parametric hypotheses. 


Simple and composite hypotheses 

22.4 There is a distinction between the hypotheses (a) and (b) in 22.2. In (a), 
the values of all the parameters of the distribution were specified by the hypothesis ; 
in (b) only a subset of the parameters was specified by the hypothesis. This distinction 
is important for the theory. To formulate it generally, if we have a distribution depend- 
ing upon / parameters, and a hypothesis specifies unique values for k of these para- 
meters, we call the hypothesis simple if k = 1 and we call it composite ifk<J. In 
geometrical terms, we can represent the possible values of the parameters as a region 
in a space of / dimensions, one for each parameter. If the hypothesis considered 
selects a unique point in this parameter space, it is a simple hypothesis ;_ if the hypothesis 
selects a sub-region of the parameter space which contains more than one point, it is 
composite. Parca : 


TESTS OF HYPOTHESES : SIMPLE HYPOTHESES 163 


I—k is known as the number of degrees of freedom of the hypothesis, and k as the 
number of constraints imposed by the hypothesis. This terminology is obviously 
related to the geometrical picture in the last paragraph. 


Critical regions and alternative hypotheses 

22.5 To test any hypothesis on the basis of a (random) sample of observations, we 
must divide the sample space (i.e. all possible sets of observations) into two regions, 
If the observed sample point x falls into one of these regions, say w, we shall reject 
the hypothesis ; if x falls into the complementary region, W—w, we shall accept the 
hypothesis. w is known as the critical region of the test, and W—w is called the 
acceptance region. 

It is necessary to make it clear at the outset that the rather peremptory terms 
“reject? and “ accept,” used of a hypothesis under test in the last paragraph, are 
now conventional usage, to which we shall adhere, and are not intended to imply that 
any hypothesis is ever finally accepted or rejected in science. If the reader cannot 
overcome his philosophical dislike of these admittedly inapposite expressions, he will 
perhaps agree to regard them as code words, “ reject” standing for ‘ decide that the 
observations are unfavourable to” and “ accept ” for the opposite. We are concerned 
to investigate procedures which make such decisions with calculable probabilities of 
error, in a sense to be explained. 


22.6 Now if we know the probability distribution of the observations under the 
hypothesis being tested, which we shall call H,, we can determine w so that, given 
H,, the probability of rejecting H, (i.e. the probability that x falls in 1) is equal to a 
pre-assigned value «, i.e. 

Prob {x Ew| Hy} = «. (22.1) 

If we are dealing with a discontinuous distribution, it may not be possible to satisfy 
(22.1) for every « in the interval (0, 1). The value « is called the size of the test.(*) 
For the moment, we shall regard « as determined in some way. We shall discuss the 
choice of « later. 

Evidently, we can in general find many, and often even an infinity, of sub-regions 
w of the sample space, all obeying (22.1). Which of them should we prefer to the 
others? This is the problem of the theory of testing hypotheses. To put it in every- 
day terms, which sets of observations are we to regard as favouring, and which as 
disfavouring, a given hypothesis ? 


22.7. Once the question is put in this way, we are directed to the heart of the 
problem. For it is of no use whatever to know merely what properties a critical region 
will have when H, holds. What happens when some other hypothesis holds? In 
other words, we cannot say whether a given body of observations favours a given 
hypothesis unless we know to what alternative(s) this hypothesis is being compared. 


©) The hypothesis under test is often called ‘ the null hypothesis,” and the size of the tes 
“ the level of significance.” We shall not use these terms, since the words “ null ” and “‘ signifi- 
cance? can be misleading. 
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It is perfectly possible for a sample of observations to be a rather “ unlikely ” one if 
the original hypothesis were true ; but it may be much more “ unlikely ” on another 
hypothesis. If the situation is such that we are forced to choose one hypothesis or 
the other, we shall obviously choose the first, notwithstanding the “ unlikeliness ” of 
the observations. The problem of testing a hypothesis is essentially one of choice 
between it and some other or others. It follows immediately that whether or not we 
accept the original hypothesis depends crucially upon the alternatives against which 
it is being tested. 


The power of a test 
22.8 The discussion of 22.7 leads us to the recognition that a critical region (or, 
synonymously, a test) must be judged by its properties both when the hypothesis tested 
is true and when it is false. Thus we may say that the errors made in testing a statistical 
hypothesis are of two types : 
(I) We may wrongly reject it, when it is true ; 
(II) We may wrongly accept it, when it is false. 
These are known as Type I and Type II errors respectively. The probability of 
a Type I error is equal to the size of the critical region used, «. ‘The probability of a 
Type II error is, of course, a function of the alternative hypothesis (say, H,) con- 
sidered, and is usually denoted by #. Thus 
Prob {xe W—w| H,} = B 
or 
Prob {x ew | H,} = 1-8. (22.2) 
This complementary probability, 1—, is called the power of the test of the hypothesis 
H, against the alternative hypothesis H,. The specification of H, in the last sentence 
is essential, since power is a function of H,. 


Example 22.1 
Consider the problem of testing a hypothetical value for the mean of a normal 
distribution with unit variance. Formally, in 
dF (x) = (2n)-texp {-1(2—n)"}dx, OS ¥ < @, 
we test the hypothesis 
Ay: he = pe 
This is a simple hypothesis, since it specifies F(x) completely. The alternative hypo- 
thesis will also be taken as the simple 
Ay: = p> Bo 

Thus, essentially, we are to choose between a smaller given value (u,) and a larger 
(4) for the mean of our distribution. 

We may represent the situation diagrammatically for a sample of 2 = 2 observa- 
tions. In Fig. 22.1 we show the scatters of sample points which would arise, the 
lower cluster being that arising when H, is true, and the higher when H, is true. 

In this case, of course, the sampling distributions are continuous, but the dots 
indicate roughly the condensations of sample densities around the true means. 


TESTS OF HYPOTHESES : SIMPLE HYPOTHESES 165 


Fig. 22.1—Critical regions for n = 2 (see text) 


To choose a critical region, we need, in accordance with (22.1), to choose a region 
in the plane containing a proportion « of the distribution on Hy. One such region 
is represented by the area above the line PQ, which is perpendicular to the line AB 
connecting the hypothetical means. (A is the point (2, 4), and B the point (,, /4;).) 
Another possible critical region of size « is the region CAD. 

We see at once from the circular symmetry of the clusters that the first of these 
critical regions contains a very much larger proportion of the H, cluster than does the 
CAD region. The first region will reject H, rightly, when H, is true, in a higher 
proportion of cases than will the second region. Consequently, its value of 1 — B 
in (22.2), or in other words its power, will be the greater. 


22.9 Example 22.1 directs us to an obvious criterion for choosing among critical 
regions, all satisfying (22.1). We seek a critical region w such that its power, defined 
at (22.2), is as large as possible. Then, in addition to having controlled the probability 
of Type I errors at a, we shall have minimized the probability of a Type II error, B. 
This is the fundamental idea, first expressed explicitly by J. Neyman and E. S. Pearson, 
which underlies the theory of this and following chapters. 

A critical region, whose power is no smaller than that of any other region of the 
same size for testing a hypothesis H, against the alternative H,, is called a best critical 
tegion (abbreviated BCR), and a test based on a BCR is called a most powerful 
(abbreviated MP) test. 
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Testing a simple H, against a simple H, 

22.10 If we are testing a simple hypothesis against a simple alternative hypothesis, 
ie. choosing between two completely specified distributions, the problem of finding a 
BCR of size « is particularly straightforward. Its solution is given by a lemma due 
to Neyman and Pearson (1933b), which we now prove. 

As in earlier chapters, we write L(x | H,) for the Likelihood Function given the 
hypothesis H,(¢ = 0, 1), and write a single integral to represent n-fold integration 
in the sample space. Our problem is to maximize, for choice of w, the integral form 
of (22.2), 


1-g = i L(x | H,)dx, (22.3) 
subject to the condition (22.1), which He here write 
J L(x| Hy) dx = @. (22.4) 
We may rewrite (22.3) as a 
1h ears | H,) ax, (22.5) 
so that we have to choose w to maximize the expectation of AER inw. Clearly 


this will be done if and only if w consists of that fraction « of the sample space con- 


taining the | t values of Ee! i) Thus the BCR consists of the points in IV 
aa (=|) 
satisfying 
L(z| Ho) 
pee < hay 22.6) 
L(s| Hy) <* — 


k, being chosen so that the size condition (22.4) is satisfied. This can be done for 
any « if the joint distribution of the observations is continuous ; in this case, the points 
in W satisfying 


L(x | Ho) _ 

Tei” ky (22.7) 
will form a set of measure zero. k, is necessarily positive, since the likelihoods are 
non-negative. 


22.11 If the distribution is not continuous, we may effectively render it so by a 
randomization device (cf. 20.22). In this case, (22.7) will hold with some non-zero 
probability p, while in general, owing to discreteness, we can only choose k, in (22.6) 
to make the size of the test equal to —g(0 < g < p). To convert the test into one 
of exact size a, we simply arrange that, whenever (22.7) holds, we use a random device 


(e.g. a table of random sampling numbers) so that with probability : we reject Hp, 


while with probability 1— : we accept Hy. The over-all probability of rejection will 
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then be («—q)+ pt = a, as required, whatever the value of « desired. In this case, 


the BCR is clearly not unique, being subject to random sampling fluctuation. 


Example 22.2 
Consider again the normal distribution of Example 22.1, 
dF (x) = (2n)-texp[—4(x—-p)*]dx, -w<x< 0, (22.8) 
where we are now to test Hy: = fo against the alternative H,: u = (4/4). 
We have 


L(z| Hi) = @n)-exp[ 33 (ey—a)']» f= 041 


= Qn)-Mexp | —Fet+(e-n)8 | (2.9) 


where #, s* are the sample mean and variance respectively. Thus, for the BCR, we 
have from (22.6) 


Tete) = [5 (mt m0))| 
= exp [5 {(Ho—as) 2+ (04-18) < he (22.10) 
or 
(Hoa) < H8— Ht) + Log he. (22.11) 


Thus, given “4, 4, and «, the BCR is determined by the value of the sample mean % 
alone. This is what we might have expected from the fact (cf. Examples 17.6, 17.15) 
that is a MVB sufficient statistic for uz. Further, from (22.11), we see that if 4» > 4; 
the BCR is 


& <4 (Mot Hs) + log k,/ {n(uo—H1) } (22.12) 
while if uo < y it is 

E> (Mot H1)—log he/ {2 (41 — Ho) }, (22.13) 
which is again intuitively reasonable: in testing the hypothetical value 4» against a 
smaller value 4,, we reject 49 if the sample mean falls below a certain value, which 


depends on a, the size of the test ; in testing 4» against a larger value 441, we reject 49 
if the sample mean exceeds a certain value. 


22.12 A feature of Example 22.2 which is worth remarking, since it occurs in a 
number of problems, is that the BCR turns out to be determined by a single statistic, 
rather than by the whole configuration of sample values. This simplification permits 
us to carry on our discussion entirely in terms of the sampling distribution of that 
statistic, called a ‘test statistic,” and to avoid the complexities of n-dimensional 
distributions. 

M 
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Example 22.3 

In Example 22.2, we know (cf. Example 11.12) that whatever the value of yu, < is 
itself exactly normally distributed with mean yu and variance 1/n. Thus, to obtain 
a test of size « for testing yy against uz, > fo, we determine #, so that 


[fee {fe-mr bar =e 


Writing 
G(x) = J (27)-texp (—dy*) dy, (22.14) 
we have, for wy > fo 
i, = yt d,/n} (22.15) 
where 
G(-d,) = « (22.16) 


For example, with 4» = 2, m = 25 and a = 0:05, we find, from a table of the 
normal integral, 
doo, = 1:6449, 
so that, from (22.15) 
, = 24+1-6449/5 = 2-3290. 
In this simple example, the power of the test may be written down explicitly. It is 


{Gye {--myhas miveif (22.17) 
Using (22.15), we may standardize this integral to 
1-G {nh (4 —y,)+d,} = G {al (u,— 40) da}, (22.18) 


since G(x) = 1—G(— x) by symmetry. From (22.18) it is clear that the power is a 
monotone increasing function both of n, the sample size, and of (4, —/40), the difference 
between the hypothetical values between which the test has to choose. 


Example 22.4 
As a contrast, consider the Cauchy distribution 


dx 
PO fae get SRS 
and suppose that we wish to test 
Hy:6=0 
against 
A,:6=1. 


For simplicity, we shall confine ourselves to the case n = 1. According to (22.6), the 


BCR is given by 
L(x | He) _ 1-0" oy 
L(x|H,)  1+x 
This is equivalent to 
x*(ky—1)+2%+(kg—2) > 0. (22.19) 
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The form of the BCR thus defined depends upon the value of « chosen. If, to 
take a simple case, we had k, = 1, (22.19) reduces to x > }, so that we should reject 
9 = 0 in favour of 9 = 1 whenever the observed x was closer to 1 than to 0. If, on the 
other hand, we take k, = 0-5, (22.19) becomes 

x*-4x4+3 <0 or (x-2)? < 1, 
which holds when 1 < x < 3, This is the critical region. 
Since the Cauchy distribution is a ‘‘Student’s” distribution with 1 degree of freedom, 


and accordingly F(x) = pt sare tanx, we may calculate the size of each of the two 


tests above. 
For k, = 1, the size is 
prob(¢ > 3) = 0-352, 
while for k, = 0:5 the size is 
prob(1 < ¢ < 3) = 0-148. 
This table may also be used to determine the powers of thesc tests. We leave 
this to the reader as Exercise 22.4 at the end of this chapter. 


22.13 The examples we have given so far of the use of the Neyman-Pearson lemma 
have related to the testing of a parameter value for some given form of distribution. 
But, as will be seen on inspection of the proof in 22.10~22.11, (22.6) gives the BCR 
for any test of a simple hypothesis against a simple alternative. For instance, we might 
be concerned to test the form of a distribution with known location parameter, as in 
the following example. 


Example 22.5 
Suppose that we know that the mean of a distribution is equal to zero, but wish to 
investigate its form. We wish to choose between the alternative forms 
Hy: dF = (2x)-‘exp(—4}x*) dx, 
H,: dF = fexp(— |x| )dx. 
For simplicity, we again take sample size n = 1. 
Using (22.6), the BCR is given by 
L(x| Ho) _ (2\! —Jx? 
L(e | Hy) ~ \x exp(|*| —4x*) < k,. 


Thus we reject H» when 
' 
|x| -jx* < log {t(5) } 7 


The BCR therefore consists of extreme positive and negative values of the observation, 


-oM<x< aw, 


supplemented, if k, > (ise. Cg > 0), by values in the neighbourhood of x = 0. 
The reader should verify this by drawing a diagram. 
BCR and sufficient statistics 


22.14 If both hypotheses being compared refer to the valuc of a parameter 0, 
and there is a sufficient statistic ¢ for 0, it follows from the factorization of the Likelihood 
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Function at (17.68) that (22.6) becomes 

L(x | 90) _ g(t| 90) — 

T(z) ~ e(e18,) © aan 
so that the BCR is a function of the value of the sufficient statistic t, as might be 
expected. We have already encountered an instance of this in Example 22.2. (The 
same result evidently holds if 6 is a set of parameters for which t is a jointly sufficient 
set of statistics.) Exercise 22.13 shows that the ratio of likelihoods on the left of (22.20) 
is itself a sufficient statistic, so that the BCR is a function of its value. 

However, it will not always be the case that the BCR will, as in that Example, 
be of the form t > a, or t < 6,: Example 22.4, in which the single observation x is a 
sufficient statistic for 6, is a counter-example. Inspection of (22.20) makes it clear that 
the BCR will be of this particularly simple form if g(t|)/g(t|9,) is a non-decreasing 
function of t for 65 > 6;. This will certainly be true if 


6 spailee (¢|6) > (22.21) 


a condition which is satisfied by nearly all the distributions met with in statistics. 


Example 22.6 


For the distribution 
_ fexp {—(x—-6) }dx, 0<¢ x < aw, 
Fis) = {0 elsewhere, 


the smallest sample observation xj) is sufficient for 6 (cf. Example 17.19). For a 
sample of n observations, we have, for testing 0, against 0, > 0, 
L(x | 60) -{ if xa < 6; 
L(x | 6) exp {n(,—9;) } otherwise. 
Thus we require for a BCR 
exp {n(,—9:) } < ky. (22.22) 
Now the left-hand side of (22.22) does not depend on the observations at all, being a 
constant, and (22.22) will therefore be satisfied by every critical region of size « with 
Xa) 2 6, Thus every such critical region is of equal power, and is therefore a BCR. 
If we allow 6, to be greater or less than 6, we find 
oe) if 09 < 
L(x| 60) _ JexP {n(0.-6,)} > 1 if xa) > G0 > 41, 
- L(x|6:) exp {n(0.—6:)} < 1. if xa > 0, > Oo 
0 if i< Xa) < 69. 


Xa) < 61, 


Thus the BCR is given by 
(%)— 90) < 0, (xa)—9o) > ce 


The first of these events has probability zero on Hy. The value of c, is determined 
to give probability « that the second event occurs when H, is true. 
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Estimating efficiency and power 
22.15 Apart from the case where a single sufficient statistic exists, the use of a statistic 
which is efficient in estimation (cf. 17.28-9) does not imply that a more powerful test 
will be obtained than if a less efficient estimator had been used for testing purposes. 
This result, which is due to Sundrum (1954), is very simply established. 
Let t, and t, be two asymptotically normally distributed estimators of a parameter 0, 
and suppose that, at least asymptotically, 
E(t,) = E(t;) = 6, 
var (t,|0 = 69) = o%,, iow 1,2, 
var (t,|6 = 63) = 0%. 
We now test Ho: 6 = 65 against H,:0=6, > 69. Exactly as at (22.15) in Example 
22,3, we have the critical regions, one for each test, 
t, > 094d, o%0, i= 1,2, (22.23) 
where d, is the normal deviate defined by (22.14) and (22.16). The powers of the 
tests are (generalizing (22.18) which dealt with a case where oj9 = 0,1) 


1-B(t) = o{ Ox tal= feu), (22.24) 


Since G(x) is a monotone increasing function of its argument, t, will provide a more 
powerful test than t, if and only if, from (22.24), 


6, — 6) —daoro > (61—90)— dado 


ive. if a ais 
0,0, > 0 > d, (asda Cet), (22.25) 
If we put E; = o4;/01;(j = 0, 1), (22.25) becomes 
0,-0, > 0> 4.(B—) 00 (22.26) 


E,, E, are simply powers (usually square roots) of the estimating efficiency of t, relative 
to t, when H, and H, respectively hold. Now if 

E,=E£,>1, (22.27) 
the right-hand side of (22.25) is zero, and (22.26) always holds. Thus if the estimating 
efficiency of t, exceeds that of t, by the same amount on both hypotheses, the more 
efficient statistic t, always provides a more powerful test, whatever value « or 6,—6 
takes. But if 

E,>E,21 (22.28) 
we can always find a test size « small enough for (22.26) to be falsified. Hence, the 
less efficient estimator t, will provide a more powerful test if (22.28) holds, i.e. if its 
relative efficiency is greater on Hy than on H,. Alternatively if Ey > E, > 1, we can 
find « large enough to falsify (22.26). 

This result, though a restrictive one, is enough to show that the relation between 

estimating efficiency and test power is rather loose. In Chapter 25 we shall again 
consider this relationship when we consider the measurement of test efficiency. 
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Example 22.7 

In Examples 18.3 and 18.6 we saw that in estimating the parameter p of a standardized 
bivariate normal distribution, the ML estimator # is a root of a cubic equation, with 
large-sample variance equal to (1—p?)?/{2(1+ *) }, while the sample correlation 
coefficient r has large-sample variance (1—p*)*/n. Both estimators are consistent and 
asymptotically normal, and the ML estimator is efficient. In the notation of 22.15, 


E = (1+ p?)t. 
If we test Hy: p = 0 against H, : p = 0-1, we have E, = 1, and (22.26) simplifies to 
, ; 
its ie,= 4.(7) ; (22.29) 


If we choose n to be, say, 400, so that the normal approximations are adequate, we 
require 
d,>2 

to falsify (22.29). This corresponds to « < 0-023, so that for tests of size < 0-023, the 
inefficient estimator r has greater power asymptotically in this case than the efficient p. 
Since tests of size 0-01, 0-05 are quite commonly used, this is not merely a theoretical 
example: it cannot be assumed in practice that “‘ good ”’ estimators are “ good ” test 
statistics. 


Testing a simple H, against a class of alternatives 

22.16 So far we have been discussing the most elementary problem, where in 
effect we have only to choose between two completely specified competitive hypotheses. 
For such a problem, there is a certain symmetry about the situation—it is only a matter 
of convention or convenience which of the two hypotheses we regard as being ‘‘ under 
test’ and which as “the alternative.” As soon as we proceed to the generalization 
of the testing situation, this symmetry disappears. 

Consider now the case where H, is simple, but H, is composite and consists of a 
class of simple alternatives. The most frequently occurring case is the one in which 
we have a class 2 of simple parametric hypotheses of which H, is one and H, com- 
prises the remainder ; for example, the hypothesis H, may be that the mean of a certain 
distribution has some value yz» and the hypothesis H, that it has some other value 
unspecified. 

For each of these other values we may apply the foregoing results and find, for 
given a, corresponding to any particular member of H, (say H;) a BCR w,. But this 
region in general will vary from one H; to another. We obviously cannot determine a 
different region for all the unspecified possibilities and are therefore led to inquire 
whether there exists one BCR which is the best for all H, in H,. Such a region is 
called Uniformly Most Powerful (UMP) and the test based on it a UMP test. 


22.17 Unfortunately, as we shall find below, a UMP test does not usually exist 
unless we restrict our alternative class 2 in certain ways. Consider, for instance, the 
case dealt with in Example 22.2. We found there that for “, < #49 the BCR for a 
simple alternative was defined by 

#< a, : (22.30) 
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Now so long as #; < fo, the regions determined by (22.30) do not depend on 2, and 
can be found directly from the sampling distribution of # when the test size, a, is given. 
Consequently the test based on (22.30) is UMP for the class of hypotheses that py < Lo. 

However, from Example 22.2, if u; > fo, the BCR is defined by # > b,. Here 
again, if our class 2 is confined to the values of 4, greater than jy the test is UMP. 
But if 4, can be either greater or less than 9, no UMP test is possible, for one or other 
of the two UMP regions we have just discussed will be better than any compromise 
region against this class of alternatives. 


22.18 We now prove that for as imple H, : 6 = 6, concerning a parameter 6 defining 
a class of hypotheses, no UMP test exists for both positive and negative values of 
6—6,, under regularity conditions, to which we add the condition that the derivative 
of the likelihood with respect to @ is continuous in 6. 

We expand the Likelihood Function in a Taylor series about 6, getting 

L(x| 61) = L(=|0)+(6,—90) LZ’ (x] *) (22.31) 

where 6* is some value in the interval (6,, 4,). For the BCR, if any, we must have, 
from (22.6) and (22.31), 


L(x|6:) _ 1,1 ae all 
L(«{6,) 1+ L(#l 4.) > k, (6). (22.32) 
Clearly, 
(60) = 1 (22.33) 
identically. Hence, expanding k,(8,) in a Taylor series about 69, we have 
ka (81) = 1+(6,—60)h,(0**) (22.34) 


where 6** is also in the interval (8,, 09). (22.32) and (22.34) give, for the points in 
the BCR, 


(6,—6.) ree Kor) b> 0. (22.35) 


Now consider points on the boundary of the BCR, which we denote by 2%. 
From (22,32), 
EL |9:)/L E80) = (61) 


he (0°*) = L' (#|6**)/L (#| 90). 
Substituting this into (22.35), we have 
_ L'(x|0*)_ L' (@|6**) > 0. 22.36 
> L(e18,)~ LEI0) aie 
(22.36) holds identically for all 6, and all x, %in the BCR. Since (6,—65) changes 
sign, the expression in braces in (22.36) must therefore be zero. The same argument, 
leading to (22.36) with the inequality sign reversed, shows that this is also true for 
points x outside the BCR. In virtue of the continuity of L’ in 0, therefore, 
L’ (| 80)/L (#160) = ler = constant. (22.37) 


so that 
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(22.37) is the essential condition for the existence of a two-sided BCR. It cannot be 
satisfied if (17.18) holds (e.g. for distributions with range independent of 6), for the 


condition x (238) = 0 with (22.36) implies seek <0 identically which te iri- 


0 
possible for a distribution of this kind. 
In Example 22.6, we have already encountered an instance where a two-sided BCR 


exists. The reader should verify that for that distribution clog 
that (22.37) is satisfied. 


=n exactly, so 


UMP tests with more than one parameter 

22.19 If the distribution considered has more than one parameter, and we are 
testing a simple hypothesis, it remains possible that a common BCR exists for a class of 
alternatives varying with these parameters. The following two examples discuss the 
case of the two-parameter normal distribution, where we might expect to find such a 
BCR, but where none exists, and the two-parameter exponential distribution, where 
a BCR does exist. 


Example 22.8 


Consider the normal distribution with mean yu and variance o*%. The hypothesis 
to be tested is 


Hy: = bo, 5 = Oy 
and the alternative, H,, is restricted only in that it must differ from Hy. For any 
such 

Ay: ph = by 6 =o, 
the BCR is, from (22.6), given by 


rata ~ (.) = -H2() =F) }] 
Fomo=zl- - —!) -z(— < k,. 
L(x|H,) Fo, P|-a % oO 
This may be written in the form 
11), @=/)*_ (#4)? . 2 (2 is 
2(- —-)\,8o/ar_ = Se 
‘Gala ae ee) * 
where #, s* are sample mean and variance respectively. If o) # o;, we may further 
simplify this to 


(2534) -o» > be (22.38) 


where ¢, is independent of the observations, and 
pax Rees. 
ofo§ 
We have already dealt with the case ¢g=0, in Example 22.2, where we took them 
both equal to 1. 
(22.38), when a strict equality, is the equation of a hypersphere, centred at 
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%, = %,=...=%, =p. Thus the BCR is always bounded by a hypersphere. 
When o, > do, (22.38) yields 
2(x—p)? > aes 
so that the BCR lies outside the sphere; when o, < oo, we find from (22.38) 
Z(e—p)? < by 
and the BCR is inside the sphere. 

Since p is a function of 4, and @,, it is clear that there will not generally be a common 
BCR for different members of H,, even if we limit ourselves by a, < oo and py < Ho 
or similar restrictions. We may illustrate the situation by a diagram of the (3, s) 
plane, for 

U(*—p)* = U(x—#)*+2(%—p)? 
= n {s?+ (€—p)*}, (22.39) 
and for (22.39) constant, we obtain a circle with centre (p, 0) and fixed radius a function 
of a. 
Fig. 22.2 (adapted from Neyman and Pearson, 1933b) illustrates some of the contours 


i] 


(Ho.9) 
Fig. 22.2—Contours of constant likelihood ratio k (see text) 


for particular cases. A single curve, corresponding to a fixed value of k in (22.37), 
is shown in each case. 

Cases (1) and (2): o,; = ¢,and p= +0. The BCR lies on the right of the line 
(1) if 4, > @> and on the left of (2) if “4, < wo. This is the case discussed in 
Example 22.2. 

Case (3): 01 < 09, say 6, = $09. Then p = 4o+$(“1—/) and the BCR lies 
inside the semicircle marked (3). 

Case (4): 0; < op and 4, = fo. The BCR is inside the semicircle (4). 

Case (5): 0, > 9 and 4, = 4. The BCR is outside the semicircle (5). 
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There is evidently no common BCR for these cases. The regions of acceptance, 
however, may have a common part, centred round the value (9, o), and we should 
expect them to do so. Let us find the envelope of the BCR, which is, of course, the 
same as that of the regions of acceptance. The likelihood ratio is differentiated with 
respect to 4, and to o,, and these derivatives equated to zero. This gives precisely 
the ML solutions (cf. Example 18.11) : 

Ay = x, 
6, = 5. 


Substituting in the likelihood ratio, we find for the envelope 
_ St (—mo\*? _ 2 o\" 
a (Fey eG) 


F—He\s_ top S*\ 4.8% = 1-2 
(=) log( 5) + 5a 1—Zlog he (22.40) 
The dotted curve in Fig. 22.2 shows one such envelope. It touches the boundaries 
of all the BCR which have the same & (and hence are not of the same size «). The 
space inside may be regarded as a “‘ good” region of acceptance and the space outside 
accordingly as a good critical region. 

There is no BCR for all alternatives, but the regions determined by envelopes of 
likelihood-ratio regions effect a compromise by picking out and amalgamating parts 
of critical regions which are best for individual alternatives. 


or 


Example 22.9 
To test the simple hypothesis 
Hy:6 = 6, o = o% 
against the alternative 
#38 = 0, < 09, ¢ = 0; < Og, 
for the distribution 


wraool-(i2}am IST eae 
From (22.6), the BCR is given by 
LT, _ (9:\" _n(%—45) _ n(¥—4;) 
rd - (2) o{ a < Ray 


Ly Fo, GF 
or 
1 og Si, (28)"\ + (20 
E<% o: 21 Ff, (22.42) 


(22.42) shows that whatever the values of 6,, 0, in H,, the BCR is of form 
E< ly 
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and is therefore a common BCR for the whole class of alternatives H,, on which a 
UMP test may be based. 
We have already effectively dealt with the case ¢, = o9 in Example 22.6. 


UMP tests and sufficient statistics 

22.20 In 22.14 we saw that in testing a simple parametric hypothesis against a 
simple alternative, the BCR is necessarily a function of the value of the (jointly) sufficient 
statistic for the parameter(s), if one exists. In testing a simple H, against a composite 
H, consisting of a class of simple parametric alternatives, it evidently follows from 
the argument of 22.14 that if a common BCR exists, providing a UMP test against H,, 
and if ¢ is a sufficient statistic for the parameter(s), then the BCR will be a function of t. 
But, since a UMP test does not always exist, new questions now arise. Does the 
existence of a UMP test imply the existence of a corresponding sufficient statistic ? 
And, conversely, does the existence of a sufficient statistic guarantee the existence of a 
corresponding UMP test ? 


22.21 The first of these questions may be affirmatively answered if an additional 
condition is imposed. In fact, as Neyman and Pearson (1936a) showed, if (1) there is a 
common BCR for, and therefore a UMP test of, H» against H, for every size a in an 
interval 0 < « < a» (where a, is not necessarily equal to 1); and (2) if every point 
in the sample space W (save possibly a set of measure zero) forms part of the boundary 
of the BCR for at least one value of «, and then corresponds to a value of L(x| Hy) > 0; 
then a single sufficient statistic exists for the parameter(s) whose variation provides the 
class of admissible alternatives H,. 

To establish this result, we first note that, if a common BCR exists for Hy against H, 
for two test sizes a, and a, < a, a common BCR of size a, can always be formed as 
a sub-region of that of size «,. This follows from the fact that any common BCR 
satisfies (22.6). We may therefore, without loss of generality, take it that as « decreases, 
the BCR is adjusted simply by exclusion of some of its points.(*) 

Now, suppose that conditions (1) and (2) are satisfied. If a point (say, x) of w 
forms part of the boundary of the BCR for only one value of «, we define the statistic 


t(x) =a. (22.43) 
If a point x forms part of the BCR boundary for more than one value of «, we define 
t(x) = £(@1 +a), (22.44) 


where «, and «, are the smallest and largest values of « for which it does so: it follows 
from the remark of the last paragraph that x will also be part of the BCR boundary 
for all a in the interval (a, «_). The statistic ¢ is thus defined by (22.43) and (22.44) 
for all points in W (except possibly a zero-measure set). Further, if t has the same 
value at two points, they must lie on the same boundary. Thus, from (22.6), we have 

L(#|60) _ 

E¢ei0) ~ *% 


“) This is not true of critical regions in general—see, e.g., Chernoff (1951). 
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where k does not contain the observations except in the statistic 4. Thus we must 
have 
L(x|6) = g(t|@) A(x) (22.45) 


so that the single statistic ¢ is sufficient for 0, the set of parameters concerned. 


22.22 We have already considered in Example 22.2 a situation where single sufh- 
ciency and a UMP test exist together. Exercises 22.1 to 22.3 give further instances. 
But condition (2) of 22.21 is not always fulfilled, and then the existence of a single 
sufficient statistic may not follow from that of a UMP test. The following example 
illustrates the point. 


Example 22,10 


In Example 22.9, we showed that the distribution (22.41) admits a UMP test of 
the Hy against the H, there described. The UMP test is based on the BCR (22.42), 
depending on the statistic # alone. We have, from (22.41), 


L(z|6,0) = o-rexp{ -2E=")}, (22.46) 


whence it is obvious that if any single statistic is sufficient for the pair of parameters, 
willbe. But it is easily verified that the right-hand side of (22.46) is not the frequency 
function of #: in fact, it follows from (22.41) that = has characteristic function 


(1—iu)-? (where we write u for the dummy variable to avoid confusion), and hence 
aG-4 6) 


thaty = , which is the sum of 2 independent variables like this, has c.f. (1—iu)-*, 
and thus jis the distribution 
_n(€—6)) (n(€—-6)\**_, (n(Z—8) 
dF = To ohmat ho a d i (22.47) 
Comparison of (22.47) with (22.46) makes it clear that 
L(x|0,0) = g(#| 6,0) h(x| 6,0), (22.48) 


the last factor on the right of (22.48) involving the parameters. Thus #is not a sufficient 
statistic for @ and g, although it provides a UMP test for alternatives resulting from 
variation in these parameters. 

We have already seen (cf. 17.36, Example 17.19 and Exercise 17.9) that the smallest 
observation x) is sufficient for 6 if ¢ is known, that # is sufficient for o if 6 is known 
and hence, from 17.38, that x) and # are jointly sufficient for @ and a: but no single 
sufficient statistic exists for 6 and a. 


22.23 On the other hand, the possibility that a sufficient statistic exists without 
a one-sided UMP test, even where only a single parameter is involved, is made clear 
by Example 22.11. 
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Example 22.11 


Consider the multinormal distribution of m variates x,,..., X,, with 
E(x,)= 78, @>0, 
E(x,) = 0, r>1; 


and dispersion matrix 
n—1+6%, -1,....-1 
-1 1 
V= | 13m) 0 


ef 0°; 


The determinant of this matrix is easily seen to be 
|V| = 6 
and its inverse matrix is 


1 146 
Thus, from 15.3, the joint distribution is 
1 nt a 
aF = saan {-i[pe-or+ Ze) ban... do 


Consider now the testing of the hypothesis Hy: 0 = 0) > 0 against H,:6 = 0, > 0 
on the basis of a single observation. From (22.6), the BCR is given by 


EES) an(-$ [age 


which reduces to 


(é eto ce eye ss = log (ke60/1) 
or 


# (6-69) -22(0,-0,) < 4 2AFF og (0/01) 
If 6) > 6;, this is of form 


#*(09+0;)—2% < a,, (22.49) 
which implies 
b. S F< Cy (22.50) 
If 65 < 6,, the BCR is of form 
#*(00+0:)—2% > dy (22.51) 
implying 
<e, or 2 fy. (22.52) 


In both (22.50) and (22.52), the limits between which (or outside which) # has to lie 
are functions of the exact value of #,. This difficulty, which arises from the fact that 
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6, appears in the coefficient of #7 in the quadratics (22.49) and (22.51), means that 
there is no BCR even for a one-sided set of alternatives, and therefore no UMP test. 

It is easily verified that % is a single sufficient statistic for 6, and this completes 
the demonstration that sufficiency does not imply the existence of a UMP test. 


The power function 

22.24 Now that we are considering the testing of a simple H, against a composite 
Hi, we generalize the idea of the power of a test defined at (22.2). As we stated there, 
the power is an explicit function of H,. If, as is usual, H, is formed by the variation 
of a set of parameters 6, the power of a test of Hy: 6 = 6, against the simple alternative 
H,:6 = 6, > 69 will be a function of the value of 6,. For instance, we saw in 
Example 22.3 that the power of the sample mean £ as a test of the hypothesis that the 
mean y of a normal population is o, against the alternative value 4, > fo, is given 
by (22.18), a monotone increasing function of 4. (22.18) is called the power function 
of # as a test of H against the class of alternatives H,: > fo. We indicate the 
compositeness of H, by writing it thus, instead of the form used for a simple 
Ay: = py > bo 

The evaluation of a power function is rarely so easy as in Example 22.3, since even 
if the sampling distribution of the test statistic is known exactly for both H, and the 
class of alternatives H, (and more commonly only approximations are available, especi- 
ally for H,), there is still the problem of evaluating (22.2) for each value of 6 in H,, 
which usually is a matter of numerical mathematics : only rarely is the power function 
exactly obtainable from a tabulated integral, as at (22.18). Asymptotically, however, 
the Central Limit theorem comes to our aid: the distributions of many test statistics 
tend to normality, given either Hy or H,, as sample size increases, and then the 
asymptotic power function will be of the form (22.18), as we shall see later. 


Example 22.12 


The general shape of the power function (22.18) in Example 22.3 is simply that of 
the normal distribution function. It increases from the value 


G{-dj=« 
at “4 = fo (in accordance with the size requirement) to the value 
G {0} =05 
at w= woth, the first derivative G’ increasing up to this point ; as ,« increases beyond 
it, G’ declines to its limiting value of zero as G increases to its asymptote 1. 
22.25 Once the power function of a test has been determined, it is of obvious 


value in determining how large the sample should be in order to test Hy with given 
size and power. The procedure is illustrated in the next example. 


Example 22.13 


How many observations should be taken in Example 22.3 so that we may test 
Hy: u = 3 with « = 0-05 (i.e. d, = 1-6449) and power of at least 0-75 against the 
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alternatives that » > 3:5? Put otherwise, how large should n be to ensure that the 
probability of a Type I error is 0-05, and that of a Type II error at most 0-25 for 
«235? 
From (22.18), we require large enough to make 
G {nt (3-5 — 3) —1-6449} = 0-75, (22.53) 
it being obvious that the power will be greater than this for « > 3-5. Now, from a 
table of the normal distribution 
G {0-6745} = 0-75, (22.54) 
and hence, from (22.53) and (22.54), 
0-Snt— 1-6449 = 0-6745, 
whence 
n = (4-6388)* = 21-5 approx., 
so that n = 22 will suffice to give the test the required power property. 


One- and two-sided tests 

22.26 We have seen in 22.18 that in general no UMP test exists when we test a 
parametric hypothesis Hy: 6 = 65 against a two-sided alternative hypothesis, i.e. one 
in which 9-6, changes sign. Nevertheless, situations often occur in which such an 
alternative hypothesis is appropriate; in particular, when we have no prior knowledge 
about the values of 6 likely to occur. In such circumstances, it is tempting to continue 
to use as our test statistic one which is known to give a UMP test against one-sided 
alternatives (9 > 09 or 0 < 44) but to modify the critical region in the distribution of 
the statistic by compromising between the BCR for 6 > 6, and the BCR for 0 < ,. 


22.27 For instance, in Example 22.2 and in 22.17 we saw that the mean #, used to 
test Hy: 4 = fo for the mean yu of a normal population, gives a UMP test against 
4, < fo with common BCR # < a,, and a UMP test for 4, > “49 with common BCR 
26, Suppose, then, that for the alternative H,: 4 4 fo, which is two-sided, we 
construct a compromise critical region defined by 

#< Garey 

ps ra (22.55) 
in other words, combining the one-sided critical regions and making each of them of 
size 4a, so that the critical region as a whole remains one of size «. 

We know that the critical region defined by (22.55) will always be less powerful 
than one or other of the one-sided BCR, but we also know that it will always be more 
powerful than the other. For its power will be, exactly as in Example 22.3, 

G{nt (4-H) — daj2} + G {nt (ug—p)—daye}. (22.56) 
(22.56) is an even function of (4 — jo), with a minimum at uz = po. Hence it is always 
intermediate in value between G{nt(u—j)—d,} and G {nt(u9—)—d,}, which are 
the power functions of the one-sided BCR, except when ~ = fo, when all three ex- 
pressions are equal. The comparison is worth making diagrammatically, in Figure 22.3, 
where a single fixed value of n and of « is illustrated. 
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Fig. 22.3—Power functions of three tests based on x 


Critical region in both tails equally. 
--—- Critical region in upper tail. 
se Critical region in lower tail. 


22.28 We shall see later that other, less intuitive, justifications can be given for 
splitting the critical region in this way between the tails of the distribution of the test 
statistic. For the moment, the procedure is to be regarded as simply a common-sense 
way of insuring against the risk of extreme loss of power which, as Fig. 22.3 makes 
clear, would be the result if we located the critical region in the tail of the statistic’s 
distribution which turned out to be the wrong one for the true value of 6. 


Choice of test size 

22.29 Throughout our exposition so far we have assumed that the test size « has 
been fixed in some way, and all our results are valid however that choice was made. 
We now turn to the question of how « is to be determined. 

In the first place, it is natural to suggest that « should be made “ small ” according 
to some acceptable criterion, and indeed it is customary to use certain conventional 
values of a, such as 0-05, 0-01 or 0-001. But we must take care not to go too far in 
this direction. We can only fix two of the quantities n, « and £, even in testing a 
simple H, against a simple H,. If 2 is fixed, we can only in general decrease the value 
of «, the probability of Type I error, by increasing the value of 8, the probability of 
Type II error. In other words, reduction in the size of a test decreases its power. 

This point is well illustrated in Example 22.3 by the expression (22.18) for the 
power of the BCR in a one-sided test for a normal population mean. We see there 
that as > 0, by (22.16) d,—> 00, and consequently the power (22.18) —> 0. 

Thus, for fixed sample size, we have essentially to reconcile the size and power of 
the test. If the practical risks attaching to a Type I error are great, while those attach- 
ing to a Type II error are small, there is a case for reducing «, at the expense of in- 
creasing f, if is fixed. If, however, sample size is at our disposal, we may, as in 
Example 22.13, ensure that is large enough to reduce both « and £ to any pre-assigned 
levels. These levels have still to be fixed, but unless we have supplementary informa- 
tion in the form of the costs (in money or other common terms) of the two types of 
error, and the costs of making observations, we cannot obtain an “ optimum ” com- 
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bination of «, 8 and n for any given problem. It is sufficient for us to note that, how- 
ever « is determined, we shall obtain a valid test. 


22.30 The point discussed in 22.29 is reflected in another, which has sometimes 
been made the basis of criticism of the theory of testing hypotheses. 

Suppose that we carry out a test with « fixed, no matter how, and # extremely large. 
The power of a reasonable test will be very near 1, in detecting departure of any sort 
from the hypothesis tested. Now, the argument (formulated by Berkson (1938) ) 
runs: ‘ Nobody really supposes that any hypothesis holds precisely: we are simply 
setting up an abstract model of real events which is bound to be some way, if only a 
little, from the truth. Nevertheless, as we have seen, an enormous sample would 
almost certainly (i.e. with probability approaching 1 as m increases beyond any bound) 
reject the hypothesis tested at any pre-assigned size a. Why, then, do we bother to 
test the hypothesis at all with a smaller sample, whose verdict is less reliable than the 
larger one’s ?” 

This paradox is really concerned with two points. In the first place, if n is fixed, 
and we are not concerned with the exactness of the hypothesis tested, but only with 
its approximate validity, our alternative hypothesis would embody this fact by being 
sufficiently distant from the hypothesis tested to make the difference of practical interest. 
This in itself would tend to increase the power of the test. But if we had no wish to 
reject the hypothesis tested on the evidence of small deviations from it, we should 
want the power of the test to be very low against these small deviations, and this would 
imply a small « and a correspondingly high 6 and low power. 

But the crux of the paradox is the argument from increasing sample size. The 
hypothesis tested will only be rejected with probability near 1 if we keep « fixed as n 
increases. There is no reason why we should do this: we can determine « in any 
way we please, and it is rational, in the light of the discussion of 22.29, to apply the 
gain in sensitivity arising from increased sample size to the reduction of « as well as 
of B. It is only the habit of fixing « at certain conventional levels which leads to the 
paradox. If we allow « to decline as n increases, it is no longer certain that a very 
small departure from H, will cause Hy to be rejected: this now depends on the rate 
at which « declines. 


22.31 There is a converse to the paradox discussed in 22.30. Just as, for large n, 
inflexible use of conventional values of « will lead to very high power, which may 
possibly be too high for the problem in hand, so for very small fixed n their use will 
lead to very low power, perhaps too low. Again, the situation can be remedied by 
allowing « to rise and consequently reducing f. It is always incumbent upon the 
statistician to satisfy himself that, for the conditions of his problem, he is not sacrificing 
sensitivity in one direction to sensitivity in another. 


Example 22.14 
E. S. Pearson (discussion on Lindley (953a) ) has calculated a few values of the 
power function (22.56) of the two-sided test for a normal mean, which we reproduce 


to illustrate our discussion. 
N 
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Table 22.1—Power function calculated from (22.56) 
The entries in the first row of the table give the sizes of the tests. 


Sample size (n) 
Value of aes — Ea ig dick ae Nee 
nary 10 ee 100 
0 ' 0-050 0-072 0-111 0-050 ! 0-050 0-019  0-0056 
0-1 0-073 | 0-170 0-088 0-038 
0-2 0-097 0-129 0-181 0-145 0-516 0-362 0-221 
0-3 - 9269 | 0-851 0-741 0-592 
| 0-4 0-244 0-298 0-373 i 0-432 | 0-979 0-950 0-891 
| 0:5 1 ; 0-609 { 0-999 0:996 0987 
06 | 0-475 0539 0619 | 0-765 | 


It will be seen from the table that when sample size is increased from 20 to 100, 


the reductions of « from 0-050 to 0-019 and 0-0056 successively reduce the power of the 
test for each value of | u—|. In fact, for « = 0-0056 and | u—y.| = 0-1, the 
power actually falls below the value attained at n = 20 with « = 0-05. Conversely, 
on reduction of sample size from 20 to 10, the increase in « to 0-072 and 0-111 increases 
the power correspondingly, though only in the case « = 0-111, | ~—jo| = 0:2, does 
it exceed the power at n = 20, « = 0-05. 


EXERCISES 


22.1 Show directly by use of (22.6) that the BCR for testing a simple hypothesis 
He: 2 = py concerning the mean » of a Poisson distribution against a simple alternative 
Hy,: 4 = py, is of the form 

2<a, if Ho > By 
E>b. if Mo < by 
where # is the sample mean and a,, 5, are constants. 


22.2 Show similarly that for the parameter 2 of a binomial distribution, the BCR 
is of the form 
x<a, if m>7, 


x2b, if m<-27, 
where x is the observed number of “ successes” in the sample. 


22.3. Show that for the normal distribution with zero mean and variance o*, the 
BCR for Hg: = a, against the alternative H,:o = 0, is of form 


Basa if a> 0, 
= 


n 
Uxieb, if a <0, 
inl 
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oe 

Show that the power of the BCR when o > ¢; is ra zs}, where te, n is the 
1 

lower 100« per cent point and F is the d.f. of the z* distribution with m degrees of freedom. 


22.4 In Example 22.4, show that the power of the test is 0-648 when k, = 1 and 
0-352 when k, = 0-5. Draw a diagram of the two Cauchy distributions to illustrate 
the power and size of each test. 


22.5 In Exercise 22.3, verify that the power is a monotone increasing function of 
03/03, and also verify numerically from a table of the z* distribution that the power is a 
monotone increasing function of 2. 


22.6 Confirm that (22.21) holds for the sufficient statistics on which the BCR of 
Example 22.2, and Exercises 22.1-22.3 are based. 


22.7 In 22,15 show that the more efficient estimator always gives the more powerful 
test if its test power exceeds 0-5. 
(Sundrum, 1954) 


22.8 Show that for testing H,: = “#o in samples from the distribution 
qdF=dx, wex<pti, 
there is a pair of UMP one-sided tests, and hence no UMP test for all alternatives. 


22.9 In Example 22.11, show that < is normally distributed with mean 6 and variance 
6"/n?, and hence that it is a sufficient statistic for 6. 


22.10 Verify that the distribution of Example 22.10 does not satisfy condition (2) 
of 22.21. 


22.11 In Example 22.9, let ¢ be any positive increasing function of 6. Show that 
to test H,: 0 = 6, against H, :@ = 6, < 6p, there is still a BCR of form # < c¢,, but that 
# is not alone sufficient for 6, although # and xj) remain jointly sufficient for 6. 

(Neyman & Pearson, 1936a) 


22.12 Generalizing the discussion of 22.27, write down the power function of any 
test based on the distribution of # with its critical region of form 


2 < day 

Fz hey 
where «,+a, = «(a, and a, not necessarily being equal). Show that the power function 
of any such test lies completely between those for the cases «, = 0, «, = 0 illustrated 
in Fig. 22.3. 


22.13 Referring to the discussion of 22.14, show that the likelihood ratio (for testing 

a simple H,:6 = 6, against a simple H,:6 = 6,) is a sufficient statistic for 6 on either 
hypothesis by writing the Likelihood Function as 

(0—8,)/(8.—4;) 

L(@|6) = L(x|9,) race : 


L(~|6,) 
(Pitman, 1957) 


CHAPTER 23 
TESTS OF HYPOTHESES: COMPOSITE HYPOTHESES 


23.1 We have seen in Chapter 22 that, when the hypothesis tested is simple (speci- 
fying the distribution completely), there is a/ays a BCR, providing a most powerful 
test, against a simple alternative hypothesis ; that there may be a UMP test against a 
class of simple hypotheses constituting a composite parametric alternative hypothesis ; 
and that there will not, in general, be a UMP test if the parameter whose variation 
generates the alternative hypothesis is free to vary in both directions from the value 
tested. 

If the hypothesis tested is composite, leaving at least one parameter value unspecified, 
it is to be expected that UMP tests will be even rarer than for simple hypotheses, but 
we shall find that progress can be made if we are prepared to restrict the class of tests 
considered in certain ways. 


Composite hypotheses 
23.2 First, we formally define the problem. We suppose that the » observations 
have a distribution dependent upon the values of /(< m) parameters which we shall 
write 
L(x]6,,.. +4) 


as before. The hypothesis to be tested is 
Hy: 8, = 8193 93 = O403---3 Ox = Oxo, (23.1) 


where k < J, and the second suffix 0 denotes the value specified by the hypothesis. 
We lose no generality by thus labelling the & parameters whose values are specified by 
H, as the first k of the set of / parameters. H, as defined at (23.1) is said to impose k 
constraints, or alternatively to have /—k degrees of freedom, though this latter (older) 
usage requires some care since we already use the term “ degrees of freedom” in 
another sense. 

Hypotheses of the form 

Hy: 0, = 04; 0,=4;..., 

which do not specify the values of parameters whose equality we are testing, may be 
transformable into the form (23.1) by reparametrizing the problem in terms of 0,—03, 
0,—0,, etc., and testing the hypothesis that these new parameters have zero values. 
Thus (23.1) is a more general composite hypothesis than at first appears. 

To keep our notation simple, we shall write L(x|6,, 9,) and 

Ho: 0, = Oro (23.2) 


where it is to be understood that 6,, 8, may each consist of more than one parameter, 
the “ nuisance parameter” 0, being left unspecified by the hypothesis tested. 
186 
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An optimum property of sufficient statistics 

23.3. This is a convenient place to prove an optimum test property of sufficient 
statistics analogous to the result proved in 17.35. There we saw that if t, is an un- 
biassed estimator of 6 and t is a sufficient statistic for 8, then the statistic E(t, | t) is 
unbiassed for 0 with variance no greater than that of t,. We now prove a result due to 
Lehmann (1950): if w is a critical region for testing Ho, a hypothesis concerning @ 
in L(x|6), against some alternative H,, and t is a sufficient statistic, both on H, and 
on H,, for 6, then there is a critical region of the same size, based on a function of #, 
which has the same power as w. 

We first define a function (*) 


cos} tesa iiss as 
Then the integral 
f (eo) L (x | 6)dx = E {c(w0) } (23.4) 


gives the probability that the sample point falls into w, and is therefore equal to the 
size (x) of the test when H, is true and to the power of the test when H, is true. Using 
thefactorization property (17.68) of the Likelihood Function in the presence of a sufficient 
statistic, (23.4) becomes 


E {e(w) } = [ep h(x1 De (610) as 
= E {E(c(w)|2) }, (23.5) 


the expectation operation outside the braces being with respect to the distribution of t. 
Thus the particular function of t, E(e{w)|t), not dependent upon @ since ? is sufficient, 
has the same expectation as c(w). There is therefore a critical region based on the 
sufficient statistic t which has the same size and power as the original region w. We 
may therefore without loss of power confine the discussion of any test problem to 
functions of a sufficient statistic. 

This result is quite general, and therefore also covers the case of a simple Hy dis- 
cussed in Chapter 22. 


Test size for composite hypotheses: similar regions 

23.4 Since a composite hypothesis leaves some parameter values unspecified, a 
new problem immediately arises, for the size of the test of H, will obviously be a func- 
tion, in general, of these unspecified parameter values, 0,. 

If we wish to keep Type I errors down to some preassigned level, we must seek 
critical regions whose size can be kept down to that level for all possible values of 6,. 
Thus we require 


a(0,) <a. (23.6) 


) ¢(w) is known in measure theory as the characteristic function of the set of points w. We 
shall avoid this terminology, since there is some possibility of confusion with the use of “ char- 
acteristic function ’’ for the Fourier transform of a distribution function, with which we have 
been familiar since Chapter 4. 
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If a critical region has 
a(§)=a — (23.7) 
as a strict equality for all 6,, it is called a (critical) region similar to the sample space (*) 
with respect to 0,, or, more briefly, a similar (critical) region. The test based. on a 
similar critical region is called a similar size-a test. 


23.5 It is not obvious that similar regions exist at all generally, but, in one sense, 
as Feller (1938) pointed out, they exist whenever we are dealing with a set of n inde- 
pendent identically distributed observations on a continuous variate x. For no matter 
what the distribution or its parameters, we have 

P {xy < %y< x3 <... < %} = 1/nl (23.8) 
(cf. 11.4), since any of the n! permutations of the x, is equally likely. Thus, for « 
an integral multiple of 1/n!, there are similar regions based on the n! hypersimplices 
in the sample space obtained by permuting the 2 suffixes in (23.8). 


23.6 If we confine ourselves to regions defined by symmetric functions of the 
observations (so that similar regions based on (23.8) are excluded) it is easy to see that, 
where similar regions do exist, they need not exist for all sample sizes. For example, 
for a sample of » observations from the normal distribution 


dF (2) = (2n)-bexp {—4(x—-0)*} dz, 
there is no similar region with respect to 0 for » = 1, but for n > 2 the fact that 
mia (x;—#)* has a chi-squared distribution with (n—1) degrees of freedom, what- 
ever fhe valve of 6, ensures that similar regions of any size can be found from the 
distribution of s*. 


23.7 However, even if we take note of this result, and the analogous one of Exercise 
23.1, it is still not true that we can always find (symmetric) similar regions for large 
enough 2, as the following example, due to Feller (1938), shows. 


Example 23.1 
Consider a sample of n observations, where the ith observation has distribution 
GF (x,) = (22) -bexp {—}(x.—9,)* } dx, 
L(x|6) = (2)- exp {—42 (x,—9,)*}. 
For a similar region w of size «, we require, identically in 6, 


[ beloas =a 


so that 


Using (23.3), we may re-write this size condition as 


[Eel Pax nei, (23.9) 


©) The term arose because, trivially, the entire sample space is a similar region with a = 1. 
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where W is the whole sample space. Differentiating (23.9) with respect to 6,, we find 


f (Eel («01 ae =0. (23.10) 
A second differentiation with respect to 6, gives 
[zen {(%:-6)*-1} dx = 0. (23.11) 


Now from the definition of ¢(w), 
£(z|6) = L(x|) 2) (23.12) 


is a (joint) frequency function. (23.10) and (23.11) express the facts that the marginal 
distribution of x, in g(x|6) has 

E(x) = 6, 

varx, = 1, 
just as it has in the initial distribution of x,. 

If we examine the form of g(x|6), we see that if we were to proceed with further 
differentiations, we should find that all the moments and product-moments of g(x| 6) 
are identical with those of L(x|6@), which is uniquely determined by its moments. 
Thus, from (23.10), 

4) 21 


4 
identically. But since c(t) is either 0 or 1, we see finally that the trivial values 
a=Oorl 
are the only values for which similar regions can exist. 


23.8 It is nevertheless true that for many problems of testing composite hypotheses, 
similar regions exist for any size « and any sample size 2. We now have to consider 
how they are to be found. 

Let ¢ be a sufficient statistic for the parameter 6, unspecified by the hypothesis 
Hy, and suppose that we have a critical region w such that for all values of t, when 
H, is true, 


E {c(w)|t} = «. . (23.13) 
Then, on taking expectations with respect to t, we have, as at (23.5), 
E {c(w) } = E {E(e(w)|1)} = « (23.14) 


so that the original critical region w is similar of size «, as Neyman (1937b) and Bartlett 
(1937) pointed out. Thus w is composed of a fraction « of the probability content 
of each contour of constant t. 

It should be noticed that here ¢ need be sufficient only for the unspecified parameter 
6,, and only when H, is true. This should be contrasted with the more demanding 
requirements of 23.3. 

Our argument has shown that (23.13) is a sufficient condition that w be similar. 
We shall show in 23.19 that it is necessary and sufficient, provided that a further con- 
dition is fulfilled, and in order to state that condition we must now introduce, following 
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Lehmann and Scheffé (1950), the concept of the completeness of a parametric family 
of distributions, a concept which also permits us to supplement the discussion of 
sufficient statistics in Chapter 17. 


Complete parametric families and complete statistics 

23.9 Consider a parametric family of (univariate or multivariate) distributions, 
J (x|9), depending on the value of a vector of parameters 6. Let h(x) be any statistic, 
independent of 0. If for all 6 

E {h(x)} = facrsfeeloyae =0 (23.15) 
implies that 
h(x) = 0 (23.16) 
identically (save possibly on a zero-measure set), then the family f(x|9) is called com- 
plete. If (23.15) implies (23.16) only for all bounded h(x), f(x| 4) is called boundedly 
complete. 

In the statistical applications of the concept of completeness, the family of distribu- 
tions we are interested in is often the sampling distribution of a (possibly vector-) 
statistic t, say g(t|@). We then call ¢ a complete (or boundedly complete) statistic if, 
for all 6, E {h(t)} = 0 implies A(t) = 0 identically, for all functions (or bounded 
functions) A(t). In other words, we label the statistic ¢ with the completeness property 
of its distribution. 

An evident immediate consequence of the completeness of a statistic ¢ is that only 
one function of that statistic can have a given expected value. Thus if one function 
of ¢ is an unbiassed estimator of a certain function of 9, no other function of t will be. 
Completeness confers a uniqueness property upon an estimator. 


The completeness of sufficient statistics 
23.10 The special case of the exponential family (17.83) with A (6) = 0, B(x) = x 
has 
S(x| 0) = exp {6x+ C(x)+D(6) }, -o<x<¢ ow, (23.17) 
If, for all 6, 
frc@orelae =0, 
we must have 


[ eexp {C(x) }Jexp (0x) de = 0. (23.18) 
The integral in (23.18) is the two-sided Laplace transform (*) of the function in 


() The two-sided Laplace transform of a function g(x) is defined by 
ao 
4(@) = f exp (8x) g (x) dx. 
-2 


The integral converges in a strip of the complex plane « < R(6) < £, where one or both of 
a, B may be infinite. (The strip may degenerate to a line.) Except possibly for a zero-measure 
set, there is a one-to-one correspondence between g(x) and 4(@). See, e.g., D. V. Widder (1941), 
The Laplace Transform, Princeton U.P., and compare also the Inversion Theorem for c.f’s. in 4.3. 
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square brackets in the integrand. By the uniqueness property of the transform, the 
only function having a transform of zero value is zero itself; i.e., 
h(x)exp {C(x)} =0 
identically, whence 
h(x) = 0 
identically. Thus f(x|6) is complete. 
This result generalizes to the multi-parameter case, as shown by Lehmann and 
Scheffé (1955): the k-parameter, k-variate exponential family 


f(x|®) = exp {3 4, + c~+De@)} (23.19) 


is a complete family. We have seen (Exercise 17.14) that the joint distribution of the 
set of k sufficient statistics for the k parameters of the general univariate exponential 
form (17.86) takes a form of which (23.19) is the special case, with A,(0) = 6;. (We 
have replaced nD and Q of the Exercise by D and exp(C) respectively.) By 23.3, we 
may confine ourselves, in testing hypotheses about the parent parameters, to the 
sufficient statistics. ‘ 


Example 23.2 
Consider the family of normal distributions 


flxl0y9;) = (2n0,)-texp { —>5-(#-0,)}, —o< eK w; %>0. 


(a) If 6, is known (say = 1), the family is complete with respect to 6,, for we are 
then considering a special case of (23.17) with 
8 = 6 exp {C(x) } = (2x) exp (— 4+") 
and 
D(6) = exp(— 361). 
(b) If, on the other hand, 6, is known (say = 0), the family is not even boundedly 
complete with respect to 6,, for f(x|0, 9) is an even function of x, so that any 
odd function h(x) will have zero expectation without being identically zero. 


23.11 In 23.10 we discussed the completeness of the characteristic form of the 
joint distribution of sufficient statistics in samples from a parent distribution with range 
independent of the parameters. Hogg and Craig (1956) have established the com- 
pleteness of the sufficient statistic for parent distributions whose range is a function of a 
single parameter @ and which possess a single sufficient statistic for 0. We recall from 
17.40-1 that the parent must then be of form 
SF (#18) = g(x)/4(0) (23.20) 
and that 

(i) if a single terminal of f(x|0) is a function of 6 (which may be taken to be 0 


itself without loss of generality), the corresponding extreme order-statistic is 
sufficient ; 
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(ii) if both terminals are functions of 6, the upper terminal (5(9)) must be a mono- 
tone decreasing function of the lower terminal (8) for a single sufficient statistic 
to exist, and that statistic is then 


min {x,), b-* (x) }- (23.21) 
We consider the cases (i) and (ii) in turn. 


23.12 In case (i), take the upper terminal equal to 6, the lower equal to a constant 
4. %,) is then sufficient for 6. Its distribution is, from (11.34) and (23.20), 


AG (%y) = 2 {F (xm) }¥*F (Xm) Ex eny 
7 n{[eca} ~ g(%) 
{h (8) }" 


Now suppose that for a statistic u(x) we have 
t 
_¥n) 4G (3) = 0, 
or, substituting from (23.22), and dropping the factor in (6), 


AX, AS Xm <4. (23.22) 


J mcond {J 20erae}™ g(a) dey = 0. 23.23) 
If we differentiate (23.23) with respect to 6, we find 
w(0){ f*e(e)as}"2(@) = 0, (23.24) 
and since the integral in braces equals (9), while g(6) % 0 # (6), (23.24) implies 
u(6) = 0 


for any 6. Hence the function u(xj)) is identically zero, and the distribution of x), 
given at (23.22), is complete. Exactly the same argument holds for the lower terminal 
and x. 
23.13 In case (ii), the distribution function of the sufficient statistic (23.21) is 
G(t) = Pf{xay b-*(%m) < t} 
= Pfxay <4, os b(t) } 


={ fe Gack (23.25) 


Differentiating (23.25) with respect to t, we obtain the frequency function of the 
sufficient statistic, 


6 = Garp), ee} Le GOH 0-20} 


O6<t <c(6). (23.26) 
If there is a statistic u(t) for which 


J ™ w(be at =0, (23.27) 
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we find, on differentiating (23.27) with respect to 6 and by following through the 
argument of 23.12, that u(@) = 0 for any 0, as before. Thus u(t) = 0 identically 
and g(t) at (23.26) is complete. 


23.14 The following example is of a non-complete single sufficient statistic. 


Example 23.3 
Consider a sample of a single observation x from the rectangular distribution 
qdF=dx, @0<x<6+1. 
x is evidently a sufficient statistic. (There would be no single sufficient statistic 
for n > 2, since the condition (ii) of 23.11 is not satisfied.) 
Any bounded periodic function h(x) of period 1 which satisfies 


[aa =0 
will give us 
[Pear ce f h(x) de = [ices =<, 
6 6 o 


so that the distribution is not even boundedly complete, since A(x) is not identically 
zero. 


Minimal sufficiency 

23.15 We recall from 17.38 that, when we consider the problem of sufficient 
statistics in general (i.e. without restricting ourselves, as we did earlier in Chapter 17, 
to the case of a single sufficient statistic, which is essentially unique), we have to con- 
sider the choice between alternative sets of sufficient statistics. In a sample of n 
observations we always have a set of n sufficient statistics (namely, the observations 
themselves) for the k(> 1) parameters of the distribution we are sampling from. 
Sometimes, though not always, there will be a set of s(< m) statistics sufficient for the 
parameters. Often, s =k; e.g. all the cases of sufficiency discussed in Examples 
17.15-16 have s = k = 1, while in Example 17.17 we have s = k = 2. By contrast, 
the following is an example in which s < k.(*) 


Example 23.4 
Consider again the problem of Example 22.11, with the alteration that 
E(x;) = mu 
instead of nO as previously. Exactly as before, we find for the joint distribution 
‘n? 


1 7 n 
dF = aaron {-3 [Re-w+ Zalh an + EX_, 
Here it is clear that the single statistic # is sufficient for the parameters pu, 0. 


() Sir Ronald Fisher (e.g., 1956) calls a sufficient set of statistics “‘ sufficient” only if s = k 
and “‘ exhaustive” if s > k. 
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23.16 We thus have to ask ourselves: what is the smallest number s of statistics 
which constitute a sufficient set in any problem? With this in mind, Lehmann and 
Scheffé (1950) define a vector of statistics as minimal sufficient if it is a function of all 
other vectors of statistics which are sufficient for the parameters of the distribution.(*) 
The problems which now raise themselves are: how can we be sure, in any particular 
situation, that a sufficient vector is the minimal sufficient vector? And can we find a 
construction which yields the minimal sufficient vector ? 

A partial answer to the first of these questions is supplied by the following result : 
if the vector t is a boundedly complete sufficient statistic for 8, and the vector u is a 
minimal sufficient statistic for 8, then t is equivalent to u, i.e. they are identical, except 
possibly for a zero-measure set. 

The proof is simple. Let w be a region in the sample space for which 

D = E(c(w)|t)—E(c(w)|u) # 0, (23.28) 
where the function c(w) is defined at (23.3). From (23.28), we find, on taking expecta- 
tions over the entire sample space, 

E(D) = 0. (23.29) 
Now since u is minimal sufficient, it is a function of t, another sufficient statistic, by 
definition. Hence we may write (23.28) 
D=h(t) #0. (23.30) 
Since D is a bounded function, (23.29) and (23.30) contradict the assumed bounded 
completeness of t, and thus there can be no region w for which (23.28) holds. Hence 
t and u are equivalent statistics, i.e. t is minimal sufficient. 

The converse does not hold: while bounded completeness implies minimal 
sufficiency, we can have minimal sufficiency without bounded completeness. An im- 
portant instance is discussed in Example 23.10 below. 

A consequence of the result of this section is that there cannot be more than one 
boundedly complete sufficient statistic for a parameter. 


23.17 In view of the results of 23.10-13 concerning the completeness of sufficient 
statistics, a consequence of 23.16 is that all the examples of sufficient statistics we have 
discussed in earlier chapters are minimal sufficient, as one would expect on intuitive 
grounds, 


23.18 The result of section 23.16, though useful, is less direct than the follow- 
ing procedure for finding a minimal sufficient statistic, given by Lehmann and 
Scheffé (1950). 

We have seen in 22.14 and 22.20 that in testing a simple hypothesis, the ratio of 
likelihoods is a function of the sufficient (set of) statistic(s). We may now, so to speak, 
put this result into reverse, and use it to find the minimal sufficient set. Writing 
L(x|6) for the LF as before, where x and @ may be vectors, consider a particular set 
of values x, and select all those values of x within the permissible range for which 


(°) That this is for practical purposes equivalent toia, sufficient statistic with minimum number 
of components is shown by Barankin and Katz (1959). 
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L(x[6) is non-zero and 
E(e|8) _ 
L (016) = k(x, x9) (23.31) 
is independent of 6. Now any sufficient statistic ¢ (possibly a vector) will satisfy 
(17.68), whence 
L(wl0) _ g(tl@) A(x) — 
L(ee10) ~ g (C10) h(a) ee 
so that if t = to, (23.32) reduces to the form (23.31). Conversely, if (23.31) holds for 
all 6, this implies the constancy of the sufficient statistic ¢ at the value tp. This may 
be used to identify sufficient statistics, and to select the minimal set, in the manner 
of the following examples. 


Example 23.5 

We saw in Example 17.17 that the set of statistics (%, s*) is jointly sufficient for the 
parameters (1, o*) of a normal distribution. For this distribution, L(x| 6) is non-zero 
for all o? > 0, and the condition (23.31) is, on taking logarithms, that 


~aa{(ze- Ex) — —2ypn(z- -#)} (23.33) 


be independent of (u, 0°), ie. that the term in braces be equal to zero. This will be 
so, for example, if every x; is equal to the corresponding x9;,, confirming that the set of 
n observations is a jointly sufficient set, as we have remarked that they always are. 

It will also be so if the x, are any rearrangement (permutation) of the x9,: thus 
the set of order-statistics is sufficient, as it is again obvious that they always are. Finally, 
the condition in (23.33) will be satisfied if 


f=%, Esp = Za, (23.34) 


and clearly, from inspection, nothing less than this will do. Thus the pair (%, = x*) is 
minimal sufficient: equivalently, since ns? = Xx*—n£*, (%, s*) is minimal sufficient. 


Example 23.6 


As a contrast, consider the Cauchy distribution of Example 17.5. L(x| 6) is every- 
where non-zero and (23.31) requires that 


i (1+ (0-6) }/ bit {1+(%:-6)} (23.35) 


be independent of #6. As in the previous example, the set of order-statistics is sufficient, 
but nothing less will do here, for (23.35) is the ratio of two polynomials, each of degree 
2n in 6. If the ratio is to be independent of 6, each polynomial must have the same 
set of roots, possibly permuted. Thus we are thrown back on the order-statistics as 
the minimal sufficient set. 


Completeness and similar regions 
23.19 After our lengthy excursus on completeness, we return to the discussion 
of similar regions in 23.8. We may now show that if, given H,, the sufficient statistic t 
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is boundedly complete, all size-« similar regions must satisfy (23,13). For any such 
region, (23.14) holds and may be re-written 
E {E(c(w)|t)-« } = 0. (23.36) 
The expression in braces in (23.36) is bounded. Thus if t is boundedly complete, 
(23.36) implies that 
E((w)|#)-a = 0 

identically, i.e. that (23.13) holds. 

The converse result is immediate: if all similar regions satisfy (23.13), (23.36) 
shows that ¢ must be boundedly complete. Thus the bounded completeness of a 
sufficient statistic is equivalent to the condition that all similar regions w satisfy (23.13). 


The choice of most powerful similar regions 

23.20 The importance of the result of 23.19 is that it permits us to reduce the 
problem of finding most powerful similar regions for a composite hypothesis to the 
familiar problem of finding a BCR for a simple hypothesis against a simple alternative. 

By 23.19, the bounded completeness of the statistic ¢, sufficient for 0, on Ho, implies 
that all similar regions w satisfy (23.13), i.e. every similar region is composed of a 
fraction « of the probability content of each contour of constant ¢. We therefore may 
conduct our discussion with ¢ held constant. Constancy of the sufficient statistic, t, 
for 6, implies from (17.68) that the conditional distribution of the observations in the 
sample space will be independent of 6,. Thus the composite H with 6, unspecified 
is reduced to a simple H, with ¢ held constant. If ¢ is also sufficient for 0, when H, 
holds, the composite H, is similarly reduced to a simple H, with ¢ constant (and, 
incidentally, the power of any critical region with ¢ constant, as well as its size, will be 
independent of 6,). If, however, ¢ is not sufficient for 6, when H, holds, we consider 
H, as a class of simple alternatives to the simple H,, in just the manner of the previous 
chapter. 

Thus, by keeping ¢ constant, we reduce the problem to that of testing a simple 
H, concerning 6, against a simple H, (or a class of simple alternatives constituting H). 
We use the methods of the last chapter, based on the Neyman-Pearson lemma (22.6), 
to seek a BCR (or common BCR) for H, against H,. If there is such a BCR for each 
fixed value of t, it will evidently be an unconditional BCR, and gives the most powerful 
similar test of H, against H,. Just as previously, if this test remains most powerful 
against a class of alternative values of 6,, it is a UMP similar test. 


Example 23.7 
To test Ho: u = Mo against H,: 4 = mw, for the normal distribution 
at —3(#2#Y = 
dF = ayer{ i( : bas, o<ec ow. 


H, and H, are composite with one degree of freedom, o* being unspecified. 
From Examples 17.10 and 17.15, the statistic (calculated from a sample of n inde- 


pendent observations) u = z (x; — 40)? is sufficient for o* when Hy holds, but not 
inl 
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otherwise. From 23.10, u is a complete statistic. All similar regions for Hy therefore 
consist of fractions « of each contour of constant wu. 
Holding u fixed, we now test 
Ho: eh = Mo against Hie = py o = oy, 

both hypotheses being simple. The BCR obtained from (22.6) is that for which 

L(x| Ho) 

NMI < ke 

L(z|H,) <* 

This reduces, on simplification, to the condition 


E(41—Ho) > C(Hor Hr 0%, Of, Rar u) (23.37) 
where C is a constant containing no function of x except u. Thus the BCR consists 
of large values of £ if 4,—/9 > 0 and of small values of # if u;—j49 < 0, and this is 
true whatever the values of o* and 02, and whatever the magnitude of |4#,—4)|. Thus 
we have a common BCR for the class of alternatives H,: = 4, for each one-sided 
situation 4, > fo and py < fo 

We have been holding u fixed. Now 


u = E(x—p,)* = E(x—2)*+0(F—po)* (23.38) 
S Boa fone }. (23.39) 


Since the BCR for fixed u consists of extreme values of #, (23.38) implies that the 

BCR consists of small values of &(x—#)*, which by (23.39) implies large values of 
th _ n(%— Ho)" 

n—1) Z(x—2)* f2aa0) 
2? as defined by (23.40) is the square of the “‘ Student’s ” ¢ statistic whose distribution 
was derived in Example 11.8. By Exercise 23.7, t, which is distributed free of 0°, is 
consequently distributed independently of the complete sufficient statistic, u, for o%. 
Remembering the necessary sign of #, we have finally that the unconditional UMP 
similar test of Hy against H, is to reject the largest or smallest 100« per cent of the 
distribution of t according to whether py > fo OF fy < fo. 

As we have seen, the distribution of ¢ does not depend on o*. The power of the 
UMP similar test, however, does depend on o?, for u is not sufficient for o* when Hy 
does not hold. Since every similar region for Hy consists of fractions « of each con- 
tour of constant u, and the distribution on any such contour is a function of o* when 
H, holds, there can be no similar region for H with power independent of o°, a result 
first established by Dantzig (1940). 


Example 23.8 
For two normal distributions with means 4, 4“ + 6 and common variance o%, to test 
Hy: 6 = 6, (= 0, without loss of generality) 
against 
H,:6 = 6, 
on the basis of independent samples of size 2,, 2, with means #,, #3. 
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n= n,+N, 
nz = nF, +nFy (23.41) 
2 
= 5 E (ey—#)? =D Ex3— 
i=l jel 


The hypotheses are composite with two degrees of freedom. When H, holds, but 
not otherwise, the pair of statistics (¥, s*) is sufficient for the unspecified parameters 
(x, 0%), and it follows from 23.10 that (%, s?) is complete. Thus all similar regions 
for Hp satisfy (23.13), and we hold (#, s*) fixed, and test the simple 


H,:8=0 
against Hy:6= 6, w=", 6 = 04. 


Our original H, consists of the class of H; for all u, o;. 
The BCR obtained from (22.6) reduces, on simplification, to 
F201 < ga 
where g, is a constant function of all the parameters, and of £ and s*, but not otherwise 
of the observations. For fixed %, s*, the BCR is therefore characterized by extreme 
values of %, of opposite sign to 6, and this is true whatever the values of the other 
parameters. (23.41) then implies that for each fixed (%, s*), the BCR will consist of 


large values of (@—- Pig 


, and hence of the equivalent monotone increasing function 
(#,—*:) oon 
E(x. —¥1)* +E (x. ¥,)* ~ (2) nny 
(23.42) is the definition of the usual “ Student's ” #? statistic for this problem, which 
we have encountered as an interval estimation problem in 21.12. By Exercise 23.7, 
t?, which is distributed free of 4 and o*, is distributed independently of the complete 
sufficient statistic (%, s*) for (u, 0%). Thus, unconditionally, the UMP similar test of 
H, against H, is given by rejecting the 100« per cent largest or smallest values in the 
distribution of z, according to whether 0, (or, more generally, 0,—99) is positive or 
negative. 
Here, as in the previous example, the power of the BCR depends on (, 0°), since 
(%, s*) is not sufficient when H, does not hold. 


(23.42) 


Example 23.9 
To test the composite Hy: 0 = oo against H,:0 = o, for the distribution 


aF = exp{- (ae *\\ asa, 6<x<w; o>0. 


We have seen (Example 17.19) that xj), the smallest of a sample of n independent 
observations, is sufficient for the unspecified parameter 6, whether H, or H, holds. 
By 23.12 it is also complete. Thus all similar regions consist of fractions « of each 
contour of constant %,1). 
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The comprehensive sufficiency of x) renders both H, and H, simple when x,) is 
fixed. The BCR obtained from (22.6) consists of points satisfying 


bd 1 1 
Ex(g-a) <# 
where g, is a constant, a function of go, 0,. For each fixed x), we therefore have the 
BCR defined by 


Dx; <a, if a, < %, (23.43) 
> b, if o, > dp. 

The statistic in (23.43), Bx,, is not distributed independently of x). To put (23.43) 

in a form of more practical value, we observe that the statistic 


ns 
z= (x@—~x 
2 10} ay) 


is distributed independently of xq). (This is a consequence of the completeness and 
sufficiency of xq)—see Exercise 23.7 below.) Thus if we rewrite (23.43) for fixed x, as 
ZL ly % < Gs 
2 dy o,> oe 
where ¢, = @,—NXq), d, = b,—nx), we have on the left of (23.44) a statistic which 
for every fixed xq) determines the BCR by its extreme values and whose distribution 
does not depend on xq). Thus (23.44) gives an unconditional BCR for each of the 
one-sided situations ¢, < do, 0, > do, and we have the usual pair of UMP tests. 
Note that in this example, the comprehensive sufficiency of x.) makes the power 
of the UMP tests independent of 6 (which is only a location parameter). 


(23.44) 


23.21 Examples 23.7 and 23.8 afford a sophisticated justification for two of the 
standard normal distribution test procedures for means. Exercises 23.13 and 23.14 
at the end of this chapter, by following through the same argument, similarly justify 
two other standard procedures for variances, arriving in each case at a pair of UMP 
similar one-sided tests. Unfortunately, not all the problems of normal test theory are 
so tractable : the thorniest of them, the problem of two means which we discussed at 
length in Chapter 21, does not yield to the present approach, as the next example 
shows, 


Example 23.10 


For two normal distributions with means and variances (6, o?), (0+ , 0), to test 
Hy: = 0 on the basis of independent samples of m, and n, observations. 

Given H,, the sample means and variances (%,, £2, 57, s3) = t form a set of four 
jointly sufficient statistics for the three parameters 6, of, o3 left unspecified by Hp. 
They may be seen to be minimal sufficient by use of (23.31)—cf. Lehmann and Scheffé 
(1950). But t is not boundedly complete, since #,, #, are normally distributed inde- 
pendently of s?, s3 and of each other, so that any bounded odd function of (%,—#,) 
alone will have zero expectation. We therefore cannot rely on (23.13) to find all similar 
regions, though regions satisfying (23.13) would certainly be similar, by 23.8. But it 

° 
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is easy to see, from the fact that the Likelihood Function contains the four components 
of t and no other functions of the observations, that any region consisting entirely of a 
fraction « of a surface of constant t will have the same probability content in the sample 
space whatever the value of u, and will therefore be an ineffective critical region with 
power exactly equal to its size. This disconcerting aspect of a familiar and useful 
property of normal distributions was pointed out by Watson (1957a). 

No useful exact unrandomized similar regions are known for this problem. If we 
are prepared to use asymptotically similar regions, we may use Welch’s method ex- 
pounded in 21.25 as an interval estimation technique ; similarly, if we are prepared to 
introduce an element of randomization, Scheffé’s method of 21.15-22 is available. The 
relation between the terminology of confidence intervals and that of the theory of tests 
is discussed in 23.26 below. 


23.22 The discussion of 23.20 and Examples 23.8-10 make it clear that, if there 
is a complete sufficient statistic for the unspecified parameter, the problem of selecting 
a most powerful test for a composite hypothesis is considerably reduced if we restrict 
our choice to similar regions. But something may be lost by this—for specific alterna- 
tives there may be a non-similar test, satisfying (23.6), with power greater than the most 
powerful similar test. 

Lehmann and Stein (1948) considered this problem for the composite hypotheses 
considered in Example 23.7 and Exercise 23.13. In the former, where we are testing 
the mean of a normal distribution, they found that if « > } there is no non-similar 
test more powerful than ‘“ Student’s ” ¢, whatever the true values y4,, o,, but that for 
« < } (as in practice it always is) there is a more powerful critical region, which is of 
form 


2 {1-62 (Hy 01) }* < Ra (Hy, 03). (23.45) 


Similarly, for the variance of a normal distribution (Exercise 23.13 below), they found 
that if ¢, > o) no more powerful non-similar test exists, but if ¢, < 0» the region 


Ess) < he (23.46) 


is more powerful than the best similar critical region. 

Thus if we restrict the alternative class H, sufficiently, we can sometimes improve 
the power of the test, while reducing the average value of the Type I error below the 
size a, by abandoning the requirement of similarity. In practice, this is not a very 
strong argument against using similar regions, precisely because we are not usually 
in a position to be very restrictive about the alternatives to a composite hypothesis. 


Bias in tests 

23.23 In the last chapter (22.26-8) we briefly discussed the problem of testing a 
simple H, against a two-sided class of alternatives, where no UMP test generally exists. 
We now return to this subject from another viewpoint, although the two-sided nature 
of the alternative hypothesis is not essential to our discussion, as we shall see. 
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Example 23.11 

Consider again the problem of Examples 22.2-3 and of 22.27, that of testing the 
mean y# of a normal population with known variance, taken as unity for convenience. 
Suppose that we restrict ourselves to tests based on the distribution of the sample mean 
&, as we may do by 23.3 since # is sufficient. Generalizing (22.55), consider the size-« 
tegion defined by 


she res (23.47) 
where «,+a_ = a, and «, is not now necessarily equal to «,. a and 5 are defined, as 
at (22.15), by 

a, = Uy—d,/n, 
by = Uo+d,/nt, 
and 


G(=d) = |“ @aytexp(— dy = «. 


We take d, > 0 without loss of generality. 
Exactly as at (22.56), the power of the critical region (23.47) is seen to be 
P=G {ntA-d,, }+G {ntA+d,, }, (23.48) 
where A = 4y—g. 
We consider the power (23.48) as a function of A. Its first two derivatives are 


P= (Z)'texp (-4(08A—d,) }—exp {40 +4,)9}] (23.48) 
and 
P” = atl (dent exp {-3(s1A-d,)*} 


+(ntA+d,) exp {-}(ntA+d,)*}]. (23.50) 
From (23.49), we can only have P’ = 0 if 


A = (d,,—d,,)/(2n#). (23.51) 
When (23.51) holds, we have from (23.50) 
PY m oy (det dadexp {—F (nA +d,,)}. (23.52) 


Since we have taken d, always positive, we therefore have P” > 0 at the stationary 
value, which is therefore a minimum. From (23.51), it occurs at A = 0 only when 
2, = ag, the case discussed in 22.27. Otherwise, the unique minimum occurs at some 
value 4, where 


Hm > Ho if a, > ay, Um < Ho if a, < as. 


23.24 The implication of Example 23.11 is that, except when «, = a, there exist 
values of « in the alternative class H, for which the probability of rejecting H, is actually 
smaller when H, is false than when it is true. (Note that if we were considering a 
one-sided class of alternatives (say, “4, > /o), the same situation would arise if we used 
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the critical region located in the wrong tail of the distribution of # (say, # < a,).) It 
is clearly undesirable to use a test which is more likely to reject the hypothesis when 
it is true than when it is false. In fact, we can improve on such a test by using a table 
of random numbers to reject the hypothesis with probability a—the power of this 
procedure will always be a. 

‘We may now generalize our discussion. If a size-« critical region w for Hy: 0=6, 

against the simple H,: 6 = 9, is such that its power 

P{xew|0,} 24, (23.53) 
it is said to give an unbiassed(*) test of Hy against H,; in the contrary case, the region 
w, and the test it provides, are said to be biassed.(*) If H, is composite, and (23.53) 
holds for every member of H,, w is said to be an unbiassed critical region against H,. 
It should be noted that unbiassedness does not require that the power function should 
actually have a regular minimum at 99, as we found to be the case in Example 23.11 
when «, = a, although this is often found to be so in practice. Fig. 22.3 on page 182 
illustrates the appearance of the power function for an unbiassed test (the full line) 
and two biassed tests. : 

The criterion of unbiassedness for tests has such strong intuitive appeal that it is 
natural to restrict oneself to the class of unbiassed tests when investigating a problem, 
and to seek UMP unbiassed (UMPU) tests, which may exist even against two-sided 
alternative hypotheses, for which we cannot generally hope to find UMP tests without 
some restriction on the class of tests considered. Thus, in Example 23.11, the “ equal- 
tails ” test based on # is at once seen to be UMPU in the class of tests there considered. 
That it is actually UMPU among all tests of H, will be seen in 23.33. 


Example 23.12 
We have left over to Exercise 23.13 the result that, for a normal distribution with 


mean yu and variance o?, the statistic z = 3 (x3) gives a pair of one-sided UMP 


similar tests of the hypothesis Ho: o? = of, the BCR being 
224, if o,> oo, z<b, if 0, < a. 
Now consider the two-sided alternative hypothesis 
Hyzo* 3 0% 
By 22.18 there is no UMP test of H, against H,, but we are intuitively tempted to use 
the statistic z, splitting the critical region equally between its tails in the hope of 
achieving unbiassedness, as in Example 23.11. Thus we reject Hp if 
22a, or z< by. 
This critical region is certainly similar, for the distribution of z is not dependent on w, 
the nuisance parameter. Since z/o* has a chi-square distribution with (n—1) d.f., 
whether H, or H, holds, we have 
Gn = BXi-w Ox = Xin 


() This use of ‘‘ bias”? is unconnected with that of the theory of estimation, and is only 
prevented from being confusing by the fortunate fact that the context rarely makes confusion 
possible. 
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where 72 is the 100« per cent point of that chi-square distribution. When H, holds, 
it is z/o? which has the distribution, and H, will then be rejected when 

z_@ za 

gee © ate 
The power of the test against any alternative value o? is the sum of the probabilities 
of these two events. We thus require the probability that a chi-square variable will 
fall outside its 100(4«) per cent and 100(1—4a) per cent points each multiplied by a 
constant og/o?. For each value of « and (n—1), the degrees of freedom, this probability 
can be calculated from a table of the distribution for each value of of/o?. Fig. 23.1 
shows the power function resulting from such calculations by Neyman and Pearson 


hy 


8 


Power of test forn+3 
& 


& 


°% Os 70 15 20 


Fig. 23.1—Power function of a test for a normal distribution variance (see text) 


(1936b) for the case n = 3, a = 0-02. The power is less than « in this case when 
05 < o?/o2 < 1, and the test is therefore biassed. 

We now enquire whether, by modifying the apportionment of the critical regions 
between the tails of the distribution of z, we can remove the bias. Suppose that the 
critical region is 

z2M%., or z< bh, 
where «, + %, =a. As before, the power of the test is the probability that a chi- 
square variable with (n—1) degrees of freedom, say y,-1, falls outside the range of its 
100e, per cent and 100 (1—=,) per cent points, each multiplied by the constant 
§ = o2/o3. Writing F for the distribution function of y,,, we have 


P= F(672,)+1-—F(6zi-_.). (23.54) 
Regarded as a function of 6, this is the power function. We now choose «, and a, so 


that this power function has a regular minimum at 9 = 1, where it cquals the size of 
the test. Differentiating (23.54), we have 


P= 45, f 042.) — ri-af (Oxi-«,)s (23.55) 
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where f is the frequency function of y,-;. If this is to be zero when 0 = 1, we require 


taf (43,) = taf (ti-a)- (23.56) 
Substituting for the frequency function 
f(y) x etry dy, (23.57) 
we have finally from (23.56) the condition for unbiassedness 
i(s—-1) 
{Be} = exp (4 Gt-a 28} (23.58) 
Xe 


Values of «, and «, satisfying (23.58) will give a test whose power function has zero 
derivative at the origin. To investigate whether it is strictly unbiassed, we write 
(23.55), using (23.57) and (23.58), as 


PY = c@le- 2 exp (— 422.) [exp {4z2,(1—8)}—exp{4zi-.,(1-8)}], (23.59) 
where c is a positive constant. Since y?_,, > 2, we have from (23.59) ° 


<0, @<1 

P= 0, @=1, (23.60) 
>0, @>1. 

(23.60) shows that the test with «,,a, determined by (23.58) is unbiassed in the strict 

sense, for the power function is monotonic decreasing as @ increases from 0 to 1 and 

monotonic increasing as 6 increases from 1 to 0. 

Tables of the values of 72, and z7_,, satisfying (23.58) are given by Ramachandran 
(1958) for « = 0-05 and n—1 = 2(1)8(2)24, 30, 40 and 60; and by Tate and Klett 
(1959)(*) for « = 0-10, 0-05, 0-01, 0-005, 0-001 and x—1 = 2(1)29. Table 23.1 com- 
pares some of Ramachandran’s values with the corresponding limits for the biassed 
“ equal-tails ” test which we have considered, obtained from the Biometrika Tables. 


Table 23.1—Limits outside which the chi-square variable £(x—%)*/o; must fall for 
H, : 0?=0% to be rejected (a=0-05) 


freedom jiassed “* Equal-tails ” 7 
Danner pega an limits Differences 
2 C 0-08, 9-53) ( 0-05, 7-38) (0-03, 2-15) 
5 ( 0-99, 14-37) ( 0-83, 12-83) (0-16, 1-54) 
10 ( 3-52, 21-73) ( 3-25, 20-48) (0-27, 1-25) 
20 ( 9-96, 35-23) (9-59, 34-17) (0-37, 1-06) 
30 (17-21, 47-96) (16-79, 46-98) (0-42, 0-98) 
40 (24- 86, 60-32) (24-43, 59-34) (0-43, 0-98) 
60 Go: 93, 84-23) 4048, 83° 30) (0-45, 0-93) 


It will be seen that the differences in both limits are proportionately large for small n, 
that the lower limit difference increases steadily with , and the larger limit difference 
decreases steadily with nm. At n—1 = 60, both differences are just over 1 per cent of 
the values of the limits. 

We defer the question whether the unbiassed test is UMPU to Example 23.14 
below. 


() Tate and Klett aiso give, for the same values of a ‘and? n, the ‘values ba ind a an determining 
the physically shortest confidence interval of form (z/bn, z,/an). 
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Unbiassed tests and similar tests 

23.25 There is a close connection between unbiassedness and similarity, which 
often leads to the best unbiassed test emerging directly from an analysis of the similar 
regions for a problem. 

We consider a more general form of hypothesis than (23.2), namely 

Hy: 6, < Or, (23.61) 
which is to be tested against 

Hy: 6, > 6,9. (23.62) 
If we can find a critical region w satisfying (23.6) for all 6, in Hg as well as for all values 
of the unspecified parameters 6,, i.e. 

P(Hp,6,) < (23.63) 
(where P is the power function whose value is the probability of rejecting H»), the test 
based on w will be of size « as before. If it also unbiassed, we have from (23.53) 

P(H,,9,) 2 «. (23.64) 

Now if the power function P is a continuous function of 6,, (23.63) and (23.64) 
imply, in view of the form of Hj and H,, 

P (61,0) = & (23.65) 
i.e. that w is a similar critical region for the ‘ boundary ” hypothesis 
Hi, : 6, = 0,9. 

All unbiassed tests of Hj are similar tests of Hy. If we confine our discussions to 
similar tests of Hy, using the methods we have encountered, and find a test with opti- 
mum properties—e.g., a UMP similar test—then provided that this test is unbiassed it 
will retain the optimum properties in the class of unbiassed tests of Hj—e.g. it will 
be a UMPU test. 

Exactly the same argument holds if H, specifies that the parameter point 6, lies 
within a certain region R (which may consist of a number of subregions) in the para- 
meter space, and H, that the 6, lies in the remainder of that space : if the power function 
is continuous in 6,, then if a critical region w is unbiassed for testing Hj, it is a similar 
region for testing the hypothesis H, that 6, lies on the boundary of R. If w gives 
an unbiassed test of Hj, it will carry over into the class of unbiassed tests of Hj any 
optimum properties it may have as a similar test of Hy. There will not always be 
a UMP similar test of H, if the alternatives are two-sided : a UMPU test may exist 
against such alternatives, but it must be found by other methods. 


Example 23.13 
We return to the hypothesis of Example 23.12. One-sided critical regions based 
on the statistic z > a,, z < b,, give UMP similar tests against one-sided alternatives. 
Each of them is easily seen to be unbiassed in testing one of 
Hy:0° < of, Hy :0% 2 of 
respectively against 
H,:0% > of, Hy':0% < of. 
Thus they are, by the argument of 23.25, UMPU tests for these one-sided situations. 
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For the two-sided alternative H,:o* # of, the unbiassed test based on (23.58) 
cannot be shown to be UMPU by this method, since we have not shown it to be UMP 
similar. 


Tests and confidence intervals 

23.26 The early work on unbiassed tests was largely carried out by Neyman and 
Pearson in the series of papers mentioned in 22.1, and by Neyman (1935, 1938b), 
Scheffé (1942a) and Lehmann (1947). Much of the detail of their work has now been 
superseded, as pioneering work usually is, but their terminology is still commonly used, 
and it is desirable to provide a “ dictionary ” connecting it with the present terminology, 
where it differs. We take the opportunity of making a similar “ dictionary ” trans- 
lating the ideas of the theory of hypothesis-testing into those of the theory of confidence 
intervals, as promised in 20.20. As a preliminary, we make the obvious points that 
a confidence interval with coefficient (1—«) corresponds to the acceptance region of 
a test of size a, and that a confidence interval exists in the sense defined in 20.5 if and 
only if a similar region exists for the corresponding test problem. 


Property of test. . 
Property of corresponding 
Present Older terminolegy confidence interval 
terminology 
UMP “ Shortest ” (= most 
selective) 
Unbiassed Unbiassed 
UMPU Type A) (simple Ho, one parameter) 
“ locally ” Type B(*) (composite Ho) \. Short ” unbiassed 
(i.e. near Hy) Type C() (simple Ho, two or more parameters). 
UMPU Type A,“) (simple Ho, one parameter) “ ” . 
Type B,©) (composite Hy) Shortest ” unbiassed 


Unbiassed similar _Bisimilar 


(*) Subject to regularity conditions. 


The effect of this table and similar translations is to make it unnecessary to derive opti- 
mum properties separately for tests and for intervals: there is a one-to-one corres- 
pondence between the problems. 

For example, in 20.31, we noticed that in setting confidence intervals for the mean 
of a normal distribution with unspecified variance, using ‘‘ Student’s ” ¢ distribution, 
the width of the interval was a random variable, being a multiple of the sample standard 
deviation. In Example 23.7, on the other hand, we remarked that the power of the 
similar test based on “ Student’s ” ¢ was a function of the unknown variance. Now 
the power of the test is the probability of rejecting the hypothesis when false, i.e. in 
confidence interval terms, is the probability of not covering another value of than 
the true one, #9. If this probability is a function of the unknown variance, for all 
values of 1, we evidently cannot pre-assign the width of the interval as well as the con- 
fidence coefficient. Our earlier statement was a consequence of the later one. 
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UMPU tests for the exponential family 

23.27. We now give an account of some remarkably comprehensive results, due 
to Lehmann and Scheffé (1955), which establish the existence of, and give a construc- 
tion for, UMPU tests for a variety of parametric hypotheses in distributions belonging 
to the exponential family (17.86). We write the joint distribution of 2 independent 
observations from such a distribution as 


F(a) = Deeyh(xpexp{ > 5,(0)u,(2)} (23.6) 


where x is the column vector (x,,...,%,) and t is a vector of (r+1) parameters 
(t;,...5T,r+1)- In matrix notation, the exponent in (23.66) may be concisely written 
u’b, where u and b are column vectors. 

Suppose now that we are interested in the particular linear function of the para- 
meters 


r+1 
6= = 44 5;(%), (23.67) 
fe 


rt+i 
where 2 aj, = 1. Write A for an orthogonal matrix (a,,) whose first column con- 
j=1 


tains the coefficients in (23.67), and transform to a new vector of (r+1) parameters 
(9, p), where is the column vector (y,,..., yr), by the equation 
6 
= A’b. 23.68) 
(3) ai 
The first row of (23.68) is (23.67). We now suppose that there is a column vector 
of statistics T = (s,t,,...,¢,) defined by the relation 


T (s) = wb, (23.69) 
ie. we suppose that the exponent in (23.66) may be expressed as 6s(x)+ = st; (x). 
Using (23.68), (23.69) becomes si 
YT () =wA (Gy) (23.70) 
(23.70) is an identity in (6, p), so we have T’ = u’A or 
T=A'u. (23.71) 


Comparing (23.71) with (23.68), we see that each component of T is the same function 
of the u;(x) as the corresponding component of (0, tp) is of the 5,(t). In particular, 
the first component is, from (23.67), 


+1 
s(x) = "E aj,u,(x) (23.72) 
j=l 
while the t;(x), j = 1,2,...,7, are orthogonal to s(x). 
r+l 
Note that the orthogonality condition = aj, = 1 does not hamper us in testing 


e=% 
hypotheses about 6 defined by (23.67), since only a constant factor need be changed 
and the hypothesis adjusted accordingly. 
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23.28 If, therefore, we can reduce a hypothesis-testing problem (usually through 
its sufficient statistics) to the standard form of one concerning 6 in 


F(xl9, ¥) = CO, WA (a)exp {Or(a)+ E v.tice)}, (23.73) 


by the device of the previous section, we can avail ourselves of the results summarized 
in 23.10: given a hypothesis value for 6, the r-component vector t = (f,,..., f-) will 
be a complete sufficient statistic for the r-component parameter ) = (y,..., y;), and 
we now consider the problem of using s and t to test various composite hypotheses 
concerning 9, :p being an unspecified (“‘ nuisance”) parameter. Simple hypotheses 
are the special case when 7 = 0, with no nuisance parameter. 


23.29 For this purpose we shall need an extended form of the Neyman-Pearson 
lemma of 22.10. Let f(x|®) be a frequency function, and @, a subset of admissible 
values of the vector of parameters 0, (¢ = 1,2,...,). A specific element of 0, is 
written 6°. 6* is a particular value of 6. The vector u,(x) is sufficient for @ when 
6 is in 6, and its distribution is g;(u;|®;). Since the Likelihood Function factorizes in 
the presence of sufficiency, the conditional value of f(x|6;), given u,, will be inde- 
pendent of 6,, and we write it f(x|u,). Finally, we define /,(x), m,(u,) to be non- 
negative functions, of the observations and of u, respectively. 

Now suppose we have a critical region w for which 


[ &@)s@lud}ax = (23.74) 


Since the product in braces in (23.74) is non-negative, it may be regarded as a frequency 
function, and we may say that the conditional size of w, given u,, is a; with respect 
to this distribution. We now write 


Be = a { ma (ta) (| 8) da 
= J te) { f $e) dae tl 0 dn} a 


= {cam (uy f(a] 01). (23.75) 


The product in braces is again essentially a frequency function, say p(x|6?). To test 
the simple hypothesis that p(x| 6?) holds against the simple alternative that f(x] @*) 
holds, we use (22.6) and find that the BCR w of size £; consists of points satisfying 

Lf (= ©*)1/[o (x1) > c4(B,), (23.76) 
where ¢, is a non-negative constant. (23.76) will hold for every value of 7. Thus for 
testing the composite hypothesis that any of p(x| 6?) holds (¢ = 1, 2,..., k), we require 
all k of the inequalities (23.76) to be satisfied by w. If we now write km,(u,)/c,(B;) 
for m,(u,) in p(x| 69), as we may since m,(u,) is arbitrary, we have from (23.76), adding 
the inequalities for = 1,2,...,%, the necessary and sufficient condition for a BCR 


f(=|6*) > z 1, (x) m, (ay) f(x] 6). (23.77) 
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This is the required generalization. (22.6) is its special case with k = 1, 1,(x) = ky 
(constant), m,(u,) = 1. (23.77) will play a role for composite hypotheses similar to 
that of (22.6) for simple hypotheses. 


One-sided alternatives 
23.30 Reverting to (23.73), we now investigate the problem of testing 
HY:6 < 4 
against 
HY :6 > 6, 
which we discussed in general terms in 23.25. Now that we are dealing with the 
exponential form (23.73), we can show that there is always a UMPU test of Hj against 
HY, By our discussion in 23.25, if a size-« critical region is unbiassed for H{” against 
H®, it is a similar region for testing 6 = 44. 
Consider testing the simple 
Hy:0= 6, p= 


H,:06=6* > 6, p=y*. 
We now apply the result of 23.29. Putting & = 1, 1(x)=1, «, = a, © = (6,y), 
6, = (6o,p), 6* = (6%, p*), 62 = (85, p), wu, = t, we have the result that the BCR 
for testing H, against H, is defined from (23.77) and (23.73) as 


against the simple 


-— So eB om, (tt). (23.78) 
Cu dexp {ons(x)+ E vtec} 
This may be rewritten 
$(X)(6%—80) > ca(t, 6*, Oo, b*, p°). (23.79) 
We now see that c, is not a function of w, for since, by 23.28, t is a sufficient statistic 
for p when H, holds, the value of c, for given t will be independent of :p°, p*. Further, 
from (23.79) we see that so long as the sign of (@*—6,) does not change, the BCR will 
consist of the largest 100« per cent of the distribution of s(x) given 0). We thus have 
a BCR for 0 = 6, against 6 > 9, giving a UMP test. This UMP test cannot have 
smaller power than a randomized test against 0 > 0) which ignores the observations. 
The latter test has power equal to its size «, so the UMP test is unbiassed against 6 > 04, 
i.e. by 23.25 it is UMPU. Its size for @ < 6, will not exceed its size at 9, as is evident 
from the consideration that the critical region (23.79) has minimum power against 
4 < 6, and therefore its power (size) there is less than. Thus finally we have shown 
that the largest 100 per cent of the conditional distribution of s(x), given t, gives a 
UMPU size-a test of Hj against Hj. 


Two-sided alternatives 
23.31 We now consider the problem of testing 
H® :0 = 6, 


against 
HP :6 # 4. 
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Our earlier examples stopped short of establishing UMPU tests for two-sided hypo- 
theses of this kind (cf. Examples 23.12 and 23.13). Nevertheless a UMPU test does 
exist for the linear exponential form (23.73). 

From 23.25 we have that if the power function of a critical region is continuous 
in 6, and unbiassed, it is similar for HY. Now for any region w, the power function is 


P(w|6) = # (19, p) dx, (23.80) 


where f is defined by (23.73). (23.80) is continuous and differentiable under the integral 
sign with respect to 6. For the test based on the critical region w to be unbiassed we 
must therefore have, for each value of w, the necessary condition 

P’(w| 6) = 0. (23.81) 
Differentiating (23.80) under the integral sign and using (23.73) and (23.81), we find 
the condition for unbiassedness 


o-{ [++ CG gy [Fe1%% pdx 


E{s(x)c(t)} = —aC' (os )/C Oo). (23.82) 


or 
Since, from (23.73), 
1/C(0,p) = [ Aeexp { Os (x)+ Eo.t(a)} dx 


we have 
C' (Op) _ } 
CO.) ~ —E{s(x)}, (23.83) 
and putting (23.83) into (23.82) gives 
E{s(x)c(w)} = a E{s(x)}. (23.84) 


Taking the expectation first conditionally upon the value of t, and then unconditionally, 
(23.84) gives 


E, [E{s(x) c(w)—as(x)|t}] = 0. (23.85) 
Since t is complete, (23.85) implies 
E{s(x)c(w)—as(x)|t} =0 (23.86) 
and since all similar regions for H, satisfy 
E{c(w)|t} =, (23.87) 
(23.86) and (23.87) combine into 
E{s'-! (x) c(w)|t} = aE{s-1(x)|t} =a, i= 1,2. (23.88) 


All our expectations are taken when 0, holds. 
Now consider a simple 
Hy:0=6, p= 
against the simple 
H,:0=0% #%, p=", 
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and apply the result of 23.29 with k = 2, a, as in (23.88), 8 = (6, tp), 6, = 6, = (8,), 
6* = (6, ~p*), 69 = 62 = (0,,p°), U(x) = s(x), u, =u, =t. We find that the 
BCR w for testing Hy against H, is given by (23.77) and (23.73) as 


C(0*, p*) exp 4 0*s ad + z had t; @} 
Sete Ee L-- ——~. > m,(t)+s(x)m,(t). (23.89) 
C (69, p*) exp {o5¢ (x)+ z B yt t; wo} 
(23.89) reduces to 
exp {s(x)(0*—,)} > ¢1(t, 0%, Bo, b®, °) +5 (x) ca (t, 6%, Bo, p®, p°) 


7 exp {s(x)(6*—69)}—s(x)cs > c,. (23.90) 
(23.90) is equivalent to s(x) lying outside an interval, i.e. 
s(x) < v(t), s(x) > w(t), (23.91) 


where v(t) < w(t) are possibly functions also of the parameters. We now show that 
they are not dependent on the parameters other than 9. As before, the sufficiency 
of t for W rules out the dependence of v and w on } when t is given. That they do 
not depend on 6* follows at once from (23.86), which states that when H, holds 


[ e@lnser =) to@ieyfar. (23.92) 


The right-hand side of (23.92), which is integrated over the whole sample space, clearly 
does not depend on 6* at all. Hence the left-hand side is also independent of 6*, 
so that the BCR w defined by (23.91) depends only on 4,, as it must. The BCR there- 
fore gives a UMP test of Hi” against Hi. Its unbiassedness follows by precisely the 
argument at the end of 23.30. Thus, finally, we have established that the BCR defined 
by (23.91) gives a UMPU test of H® against Hf. If we determine from the condi- 
tional distribution of s(x), given t, an interval which excludes 100 per cent of the 
distribution when Hi holds, and take the excluded values as our critical region, then 
if the region is unbiassed it gives the UMPU size-c test. 


Finite-interval hypotheses 
23.32 We may also consider the hypothesis 
HP? :6,< 68 <0, 


against H®:6<6, or @>4, 
or the complementary HY :6< 60, or 06206, 
against HY :6,< 6 < 4. 


We now set up two hypotheses 
Hy:6 = 9 p= Hy :6=6, p=, 
to be tested against 
H,:0= 6%, p= *, where 6, ¥ 6° # 0, 
We use the result of 23.29 again, this time with k = 2, a, =a,= a, 0 = (6,), 
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0, = (Go), 0: = (6:5), O* = (6%, h*), BF = (On), O = (6,4) L(x) =1, 
uy, = ut, =t. We find that the BCR wm for testing H, or H,' against H, is defined by 


F(%1O*, H*) > mi (t) f(x] 40, h°) + my (t) f (x11, H*). (23.93) 
On substituting f(x) from (23.73), (23.93) is equivalent to 
H(s) = c,exp{(8.—6*)s(x)}+c,exp {(6,—0*) s(x)} < 1, (23.94) 


where c,, c, may be functions of all the parameters and of t. If 6) < 6* < 6, (23.94) 
requires that s(x) lie inside an interval, i.e. 

v(t) < s(x) < w(t). (23.95) 
On the other hand, if 6* < 6) or 6* > 6,, (23.94) requires that s(x) lie outside the 
interval (v(t), w(t)). The proof that the end-points of the interval are not dependent 
on the values of the parameters, other than 6, and 6,, follows the same lines as before, 
as does the proof of unbiassedness. Thus we have a UMPU test for H® and another 
for H\. The test is similar at values 0 and 6,, as follows from 23.25. To obtain a 
UMPU test for Hi (or Hi), we determine an interval in the distribution of s(x) for 
given t which excludes (for Hj includes) 100« per cent of the distribution both when 
6 = 6,9and@ = 6,. The excluded (or included) region, if unbiassed, will givea UMPU 
test of H® (or Hj). 


23.33 We now turn to some applications of the fundamental results of 23.30-2 
concerning UMPU tests for the exponential family of distributions. We first mention 
briefly that in Example 23.11 and Exercises 22.1-3 above, UMPU tests for all four 
types of hypothesis are obtained directly from the distribution of the single sufficient 
statistic, no conditional distribution being involved since there is no nuisance parameter. 


Example 23.14 
For n independent observations from a normal distribution, the statistics (¥, s*) are 
jointly sufficient for (u, 0%), with joint distribution (cf. Example 17.17) 
= ie 2(x—p)? 
&(%,8*| 4,07) & —— exp {- 265. (23.96) 
(23.96) may be written 
g x C(n,0%exp { (-423%) (3) (Ez) (4)} (23.97) 


which is of form (23.73). Remembering the discussion of 23.27, we now consider 
a linear form in the parameters of (23.97). We put 


o=A (5) +B (4): (23.98) 


where A and B are arbitrary known constants. We specialize A and B to obtain from 
the results of 23.30-2 UMPU tests for the following hypotheses : 


(1) Put A = 1, B =0 and test hypotheses concerning 6 = iad 


= with pa eas 


nuisance parameter. Here s(x) = —}2Zx* and t(x) = Xx. From (23.97) there is 
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a UMPU test of Hj’, H®, H® and H® concerning 1/o*, and hence concerning o*, 
based on the conditional distribution of Zx* given Ux, i.e. of U(x—%)* given Lx. 
Since these two statistics are independently distributed, we may use the unconditional 
distribution of &(x—#)*, or of &(x—#)*/o*, which is a y? distribution with (n—1) 
degrees of freedom. H® was discussed in Examples 23.12-13, where the UMP 
similar test was given for @ = 6, against one-sided alternatives and an unbiassed test 
based on &(x—<)* given for Hf; it now follows that this is a UMPU test for Hi, 
while the one-sided test is UMPU for H?. 
(2) To test hypotheses concerning y, invert (23.98) into 
_ 60°-A 
iio mal 

If we specify a value 4, for 4, we cannot choose A and B to make this correspond 
uniquely to a value 6, for 6 (without knowledge of o*) if 6, # 0. But if 6, = 0 we 
have zp = —A/B. Thus from our UMPU tests for Hj): 6 < 0, Hf: 6 = 0, we get 
UMPU tests of u < po and of wp = yo. We use (23.71) to see that the test statistic 
5(x)|t ishere(— 42 x*)A +(2x) Bgivenan orthogonal function, say (— 42 x*) B—(Zx)A. 
This reduces to the conditional distribution of 2x given Zx*. Clearly we cannot get 
tests of H or H® for yu in this case. 

The test of x = 4, against one-sided alternatives has been discussed in Example 23.7, 
where we saw that the “ Student’s ” ¢ test to which it reduces is the UMP similar test 
of 4 = fo against one-sided alternatives. This test is now seen to be UMPU for H?. 
Tt also follows that the two-sided “ equal-tails” ‘‘ Student’s”’ t-test, which is un- 
biassed for H® against H{, is the UMPU test of H®. 


Example 23.15 
Consider k independent samples of n, (i = 1, 2,...,%) observations from normal 


zk 
distributions with means 4, and common variance o*. Writen = Zn,. It is easily 
i=1 


k 
confirmed that the k sample means #; and the pooled sum of squares S* = £ = (%u—-%,.)® 
t=1 jel 


are jointly sufficient for the (k+1) parameters. The joint distribution of the sufficient 


statistics is 
—k-2 


= - S* 1 
E (Ey BS) © exp { EE (eum (23.99) 


(23.99) is a simple generalization of (23.96), obtained by using the independence of 
the #, of each other and of S?, and the fact that S*/o* has a z? distribution with (n—k) 
degrees of freedom. (23.99) may be written 


excimerar{(-s222)(2)+2(e4)()} eo 
in the form (23.73). We now consider the linear function 


gk 
@=A (5)+ = B, (). (23.101) 
ist 


o 
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(1) Put A = 1, B,; = 0 (allé). Then ons, and w= (i =1,...,h) is the 
set of nuisance pecnietere: There is a UMPU test of each of the four Hi) discussed 
in 23.30-2 for 4 5 and therefore for o?. The tests are based on the conditional dis- 


tribution of = ae given the vector (Xx,;,Z%q;,..., U%z;), ie. of S* = XD (x,5—¥F,)? 
ij ‘ 


given that vector. Just as in Example 23.14, this leads to the use of the unconditional 
distribution of S* to obtain the UMPU tests. 
(2) Exactly analogous considerations to those of Example 23.14 (2) show that by 


L3 
putting 6, = 0, we obtain UMPU tests of 2 c;u; < Co, Ueyuy = Co, Where ¢ is any 
i=1 


constant. (Cf. Exercise 23.19.) Just as before, no “interval” hypothesis can be 
tested, using this method, concerning the linear form De;p;. 

(3) The substitution k = 2, c, = 1, cy = —1, ¢9 = 0, reduces (2) to testing 
AY: yuy—e, < 0, HE: u,-u,=0. The test of u,—u,= 0 has been discussed 
in Example 23.8, where it was shown to reduce to a “ Student’s” t-test and to be 
UMP similar. It is now seen to be UMPU for Hj. The “ equal-tails ” two-sided 
 Student’s ” ¢-test, which is unbiassed, is also seen to be UMPU for H®. 


Example 23.16 


We generalize the situation in Example 23.15 by allowing the variances of the 
k normal distributions to differ. We now have a set of 2k sufficient statistics for the 


2k parameters, which are the sample sums and sums of squares z Xi z j,i = 1, 
jm joi 
2,...,%. We now write : . 
. 1 fats 
6= 2 Ad(x)+ 3B (*) (23.102) 
(1) Put B; = 0 (all i). We get UMPU tests for all four hypotheses concerning 


1 
0=24,(4), 


a weighted sum of the reciprocals of the population variances. The case k = 2 reduces 
this to 


If we want to test hypotheses concerning the variance ratio o3/o?, then just as in (2) 
of Examples 23.14-15, we have to put 6 = 0 to make any progress. If we do this, 
the UMPU tests of 6 = 0, < 0 reduce to those of 


and we therefore have UMPU tests of Hi and H® concerning the variance ratio. 
The joint distribution of the four sufficient statistics may be written 


# Erp Esyy Eahy Esk) o¢ C(asof)exp { — i(% Eaij+ J Sas) ME tS xy}. 
1 | 
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By 23.27, the coefficient s(x) of 6 when (23.103) is transformed to make 6 one of its 
parameters, will be the same function of —}2 x}, —}2 x3; as 6 is of 1/03, 1/03, i.e. 
—2s(x) = A, Dx,+A,xg, 
and the UMPU tests will be based on the conditional distribution of s(x) given any 
three functions of the sufficient statistics, orthogonal to s(x) and to each other, say 
Ux, Uxy, and A,LUx7,—-A ear 


This is equivalent to holding £,,%, and t = Z(*y-#P-F FE u- i) fixed, so 


that s(x) is equivalent to E (yA) + GPE (ey ¥)* for fixed ¢. In turn, this is 
1 


equivalent to considering the distribution of the ratio Z (x,;—2%,)*/Z (x;—#,)*, so that 
the UMPU tests of Hi, H® are based on the distribution of the sample variance ratio— 
cf. Exercises 23.14 and 23.17. 

(2) We cannot get UMPU tests concerning functions of the 4, free of the oj, as is 
obvious from (23.102). In the case k = 2, this precludes us from finding a solution 
to the problem of two means by this method. 


23.34 The results of 23.27-33 may be better appreciated with the help of a partly 
geometrical explanation. From (23.73), the characteristic function of s(x) is 
_C(6)_ 


$(u) = E{exp(ius)} = TO+iny (23.103) 
so that its cumulant-generating function is 
y(u) = logd(u) = logC(6)—log C(6+iu). (23.104) 
From the form of (23.104), it is clear that the rth cumulant of s(x) is 
— Laer? |,_,- - Zhogc), (23.105) 
whence 
£G)s a= — Zlogc() (23.106) 
and 
a) 
k= aE, r2>2. (23.107) 
Consider the derivative 
pif = 2 f(=|0,¥). 
From (23.73) and (23.106), 
Df = {+€0) f= (EW. (23.108) 


By Leibniz’s rule, we have from (23.108) 
Def = De? [{s—E(s)}/] 


= (-£)D-f +S (71) ps-EO ND, 3.109) 
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which, using (23.107), may be written 


Dif = {s-E(@)}De1f—S, (77 made (23.110) 


23.35 Now consider any critical region w of size a. Its power function is defined 
at (23.80), and we may alternatively express this as an integral in the sample space of 
the sufficient statistics (s,t) by 


P(w|6) = { fasae (23.111), 


where f now stands for the joint frequency function of (s, t), which is of the form (23.73) 
as we have seen. The derivatives of the power function (23.111) are 


P(w|6) = f D*f ds dt, (23.112) 


since we may differentiate under the integral sign in (23.111). Using (23.108) and 
(23.110), (23.111) gives 


P'(w|6) = f {s—E(s)} f dsdt = cov{s, c(w)}, (23.113) 
and ° 
PO(w|d) = { {EQ Def dede—'S (77) iy PIO), 9 > 2 
(23.114) 


a recurrence relation which enables us to build up the value of any derivative from 
lower derivatives. In particular, (23.114) gives 
P" (w|6) = cov{ [s—E(s)]?, (w)}, (23.115) 
P’" (w|@) = cov{[s—E(s)]8, e(w)}—3 x, P’(w| 6), } 

P (|) = cov{ [s—E(s)]*, c(t@)}—6 «_P” (t0|6)—4 x3P'(s0]6). f (23-116) 
(23.113) and (23.115) show that the first two derivatives are simply the covariances 
of c(w) with s, and with the deviation of s from its mean, respectively. The third and 
fourth derivatives given by (23.116) are more complicated functions of covariances and 
of the cumulants of s, as are the higher derivatives. 


23.36 We are now in a position to interpret geometrically some of the results of 
23.27-33. To maximize the power we must choose w to maximize, for all admissible 
alternatives, the covariance of ¢(w) with s, or some function of s—E(s), in accordance 
with (23.113) and (23.114). In the (r+ 1)-dimensional space of the sufficient statistics, 
(s, t), it is obvious that this will be done by confining ourselves to the subspace ortho- 
gonal to the r co-ordinates corresponding to the components of t, i.e. by confining our- 
selves to the conditional distribution of s given t. 

If we are testing 6 = 0, against 0 > 6, we maximize P(w|6) for all 6 > 0, by 
maximizing P’(w|6), ie. by maximizing cov(s,c(w)) for all 6 > 6). This is easily 
seen to be done if w consists of the 100« per cent /argest values of the distribution of 
sgivent. Similarly for testing 6 = 6. against 0 < 65, we maximize P by minimizing P’, 
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and this is done if w consists of the 100« per cent smallest values of the distribution of 
sgiven t. Since P’ (w| 6) is always of the same sign, the one-sided tests are unbiassed. 

For the two-sided Hi of 23.31, (23.81) and (23.115) require us to maximize 
P" (w| 6), i.e. cov {[s—E(s)]?, c(w)}. By exactly the same argument as in the one-sided 
case, we choose w to include the 100« per cent largest values of {s—E(s)}*, so that 
we obtain a two-sided test, which is only an “‘ equal-tails ” test if the distribution of s 
given t is symmetrical. It follows that the boundaries of the UMPU critical region 
are equidistant from E(s|t). 


Ancillary statistics 

23.37 We have seen that there is always a set of r+s (r > 1, s > 0) statistics, 
written (7,, T,), which are minimal sufficient for k+/ (k > 1, 1 > 0) parameters, 
which we shall write (6;,6,). Suppose now that the subset 7, is distributed inde- 
pendently of 6,. We then have the factorization of the Likelihood Function into 

L(x[9,,6,) = g(T,, Ts | x, 6,) 2 (x) 
= &iL(T+| Ts) | Ox: 182(To| 6.) 4 (x), (23.117) 
so that, given 6,, T,| 7, is sufficient for 0,. If r+s = n, the last factor on the right 
of (23.117) disappears. 

Fisher (e.g., 1956) calls T, an ancillary statistic, while Bartlett (e.g., 1939) calls the 
conditional statistic (7,| T,) a quasi-sufficient statistic for 6,, the term arising from the 
resemblance of (23.117) to the factorization (17.84) which characterizes a sufficient 
statistic. 

Fisher has suggested as a principle of test construction that when (23.117) holds, 
the conditional distribution of 7, | 7, is all that we need to consider in testing hypotheses 
about 0,. Now if T, is sufficient for 6, when 0, is known, it immediately follows that 


(23.117) becomes 

L(x] 62,6.) = gi [(Tr| T.)| 9 ]e2(Ts| 6) 4(x), (23.118) 
and the two statistics (T,| T,) and 7, are separated off, each depending on a separate 
parameter and each sufficient for its parameter. There is then no doubt that, in 
accordance with the general principle of 23.3, we may confine ourselves to functions 
of (T,| T,) in testing 6,. 

However, the real question is whether we may confine ourselves to the conditional 
statistic when T, is not sufficient for 0,. It is not obvious that in this case there will be 
no loss of power caused by restricting ourselves in this way. Welch (1939) gave an 
example of a simple hypothesis concerning the mean of a rectangular distribution with 
known range which showed that the conditional test based on (7,| 7,) may be uniformly 
less powerful than an alternative (unconditional) test. It is perhaps as well, therefore, 
not to use the term “ quasi-sufficient ” for the conditional statistic. 


Example 23.17 


We have seen (Example 17.17) that in normal samples the pair (¥,s*) is jointly 
sufficient for (4, 0%), and we know that the distribution of s* does not depend on y. 


Thus we have 
L(x| 4,07) = g1[(#]5*)| 4,07] g2(s*| 07) k(x), 


218 THE ADVANCED THEORY OF STATISTICS 


a case of (23.117) with k= 2=r=s=1. The ancillary principle states that the 
conditional statistic #| s* is to be used in testing hypotheses about 4. (It happens that 
# is actually independent of s* in this case, but this is merely a simplification irrelevant 
to the general argument.) But s* is not a sufficient statistic for the nuisance parameter 
o*, so that the distribution of #] s* is not independent of o%. If we have no prior distri- 
bution given for o® we can only make progress by integrating out o* in some more or less 
arbitrary way. If we are prepared to use its fiducial distribution and integrate over 
that, we arrive back at the discussion of 21.10, where we found that this gives the same 
result as that obtained from the standpoint of maximizing power in Examples 23.7 
and 23.14, namely that “ Student’s ” ¢-distribution should be used. 


Another conditional test principle , 

23.38 Despite the possible loss of power involved, the ancillary principle is 
intuitively appealing. Another principle of test construction may be invoked to sug- 
gest the use of 7,| 7, whenever T, is sufficient for 0, irrespective of whether its dis- 
tribution depends on 0,, for we then have 

L(x] 91,91) = Bl (Tr] Zo) |e] a(To| Ox 91) (x), (23.119) 
so that the conditional statistic is distributed independently of the nuisance parameter 
6, Here again, we have no obvious reason to suppose that the test is optimum in 
any sense. 


The justification of conditional tests 

23.39 The results of 23.30-2 now enable us to see that, if the distribution of the 
sufficient statistics (7,, T,) is of the exponential form (23.73), then both the heuristic 
principles of test construction which we have discussed will give UMPU tests, for in 
our previous notation the statistic T, is s(x) and T, is t(x), and we have seen that the 
UMPU tests are always based on the distribution of 7, for fixed T,. If the sufficient 
statistics are not distributed in the form (23.73) (e.g. in the case of a distribution with 
range depending on the parameters) this justification is no longer valid. However, 
following Lindley (1958b), we may derive a further justification of the conditional 
statistic T,| 7, provided only that the distribution of 7,, g3(T,| 9), is boundedly 
complete when Hy, holds and that 7, is then sufficient for 0, For then, by 23.19, every 
size-z critical region similar with respect to @, will consist of a fraction « of all surfaces 
of constant 7,, Thus any similar test of Hy which has an “ optimum ” property will 
be a conditional test based on T, | 7,, and again a conditional test will be unconditionally 
optimum. 

Welch’s (1939) counter-example, which is given in Exercise 23.22, falls within the 
scope of neither of our justifications of the use of conditional test statistics. 
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EXERCISES 


23.1 Show that for samples of n observations from a normal distribution with mean 
6 and variance o%, no similar region with respect to # and o exists for nm < 2, but that such 
regions do exist for n > 3. 
(Feller, 1938) 


23.2 Show, as in Example 23.1, ae eee 
has distribution 
1 
T@) 
no similar size-« region exists for 0 < « < 1. 


ghee, 0 <x <a; &>0, 


(Feller, 1938) 


23.3 If L(x|6) is a Likelihood Function and #(“3") = 0, show that if the dis- 


tribution of a statistic z does not depend on 6@ then cov [ 2, clog = 0. As a corol- 

lary, show that no similar region with respect to @ exists if no statistic exists which is 
-., GlogL 

uncorrelated with 7. 


(Neyman, 1938a) 


23.4 In Exercise 23.3, show that cov (= tosh = 0 implies a(S" :) =0 


and hence, using the c.f. of 2, that the converses of the result and the corollary of Exer- 
cise 23.3 are true. 


Together, this exercise and the last state that cov (« a) = 0 is a necessary 


dlogL 
00 


== 0, where u is a dummy variable. 


(Neyman, 1938a) 


and sufficient condition for cov (em, 


23.5 Show that the Cauchy family of distributions 
oF on —— Hw, -mM<x<e a, 


{-0(1 +5} 
is not complete. 
(Lehmann and Scheffé, 1950) 


23.6 Use the result of Exercise 23.4 to show that if a statistic # is distributed inde- 
pendently of ¢, a sufficient statistic for 0, then the distribution of 2 does not depend on 0. 


23.7. In Exercise 23.6, write H(z) for the d.f. of 2, H,(z|) for its conditional d.f. 
given t, and g(¢| 6) for the frequency function of t. Show that 


f (Hi(s)-Ha(u|)}(¢| 0)de = 0 


220 


THE ADVANCED THEORY OF STATISTICS 


for all 6. Hence show that if t is a complete sufficient statistic for 6, the converse of the 
result of Exercise 23.6 holds, namely, if the distribution of z does not depend upon 8, 
z is distributed independently of t. 

(Basu, 1955) 


23.8 Use the result of Exercise 23.7 to show directly that, in univariate normal 
samples : 

(a) any moment about the sample mean £ is distributed independently of =; 

(b) the quadratic form x’ Ax is distributed independently of £ if and only if the 
elements of each row of the matrix A add to zero (cf. 15.15) ; 

(c) the sample range is distributed independently of =; 

(d) (xn) —%)/(%(n) — xq) is distributed independently both of % and of s*, the sample 
variance. 

(Hogg and Craig, 1956) 


23.9 Use Exercise 23.7 to show that: 


(a) in samples from a bivariate normal distribution with p = 0, the sample correlation 
coefficient is distributed independently of the sample means and variances (cf. 
16.28) ; 

(b) in independent samples from two univariate normal populations with the same 
variance o*, the statistic 


Eau ¥)*/m -1) 
* Ey #)/(— 1) 
j 
is distributed independently of the set of three jointly sufficient statistics 
Ry ty 7 (x1j—%))* bis (xa—%)* 


and therefore of the statistic 
fan = (1-32)? 11M, myn, (n,+n4—: 2) 
E (ey) +E (ey —F,)* ny ts 
which is a function of the sufficient statistics. This holds whether or not the popu- 


lation means are equal. 
(Hogg and Craig, 1956) 


23.10 In samples of size n from the distribution 
dF = exp{—(x-6)}dx, O<x< OM, 
show that x1) is distributed independently of 


P 
z= Z Gaza) + —-7) @m—-xy), ren 
iz 
(Epstein and Sobel, 1954) 


23.11 Show that for the binomial distribution with parameter z, the sample propor- 
tion p is minimal sufficient for z. 
(Lehmann and Scheffé, 1950) 


23.12 For the rectangular distribution 


dF = dx, 6-3 <x < 6+}, 


show that the pair of statistics (x(1), x(n)) is minimal sufficient for 0. 
(Lehmann and Scheffé, 1950) 


TESTS OF HYPOTHESES : COMPOSITE HYPOTHESES 221 


23.13. For a normal distribution with variance o* and unspecified mean y, show by 
the method of 23.20 that the UMP similar test of Hy: o* = 02 against H, : o* = of takes 
the form 


Z(x-# >a, if of > 03, 
X(x-#)' <b, if of < 0}. 


23.14 Two normal distributions have unspecified means and variances 0°, 06%. From 
independent samples of sizes 7,, 3, show by the method of 23.20 that the UMP similar 
test of Hy: 6 = 1 against H,:0 = 6, takes the form 

Si/3 2a, if 0,>1, 
s/h <b, if 6, <1, 
where si, s} are the sample variances. 


23.15 Independent samples, each of size n, are taken from the distributions 
dF = exp (aol 01, 0 > 0, 
1 


dG = exp(—y63)6:dy, J) 0< x, y < ©. 
Show that t = (2x, Ly) = (X, Y) is minimal sufficient for (6,, 8,) and remains so if 
H,:6, = 6; = @ holds. By considering the function X Y— E(XY) show that the distri- 
bution of ¢ is not boundedly complete given Ho, so that not all similar regions satisfy 
(23.13). Finally, show that the statistic xy is then distributed independently of 6, so 
that H, may be tested by similar regions from the distribution of XY. 
(Watson, 1957a) 


23.16 In Example 23.14, show from (23.98) that there is a UMPU test of the 
hypothesis that the parameter point (x, ¢) lies between the two parabolas 
B= bo t+ 5%, w= Uoteso%, 
tangent to each other at (4, 0). 
(Lehmann and Scheffé, 1955) 


23.17 In Exercise 23.14, show that the critical region 
S/S} > Qa, < byw 


is biassed against the two-sided alternative H,:6 #1 unless n,; = m3. By exactly the 
same argument as in Example 23.12, show that an unbiassed critical region 


t = 9/3 > aay < bay a +a,= 4, 
is determined by the condition (cf. (23.56) ) 
Va,f Va.) = Vi-wf(Vi-a,)» 
where f is the frequency function of the variance-ratio statistic t and V, its 100 per cent 


point. Show that the power function of the unbiassed test is monotone increasing for 
6 > 1, monotone decreasing for 6 < 1. 


(Ramachandran (1958) gives values of Vi_.,, Vz, for « = 0-05, 
m,—1 and ny—1 = 2(1)4(2)12(4)24; 30, 40, 60) 


23.18 In Exercise 23.17, show that the unbiassed confidence interval for 6 given by 
(re a minimizes the expectation of (log U—log L) for confidence intervals (L, U) 
a “1-a, 
based on the tails of the distribution of t. 
(Scheffé, 1942b) 
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23.19 In Example 23.15, use 23.27 to show that the UMPU tests for Des are 
based on the distribution of : 


t= Eaten / {Sh = 
which is a “ Student’s ” ¢ with (n—k) degrees of freedom. 
23.20 In Example 23.16, show that there is a UMPU test of the hypothesis 


Cr 
i ao i #9, wy #0. 


23.21 For independent samples from two Poisson distributions with Parameters 
Hy #y, show that there are UMPU tests for all four hypotheses considered in 23.30-2 
concerning Hi/Ha, and that the test of 4;/u, = 1 consists of testing whether the sum of 
the observations is binomially distributed between the samples with equal probabilities. 

(Lehmann and Scheffé, 1955) 


23.22 For independent binomial distributions with parameters @,, 0,, find the UMPU 
tests for all four hypotheses in 23.302 concerning the “ odds ratio” (s,) j (7%) 
me. 


1-6, 
and the UMPU tests for 6, = 63, 0; < 65. 
(Lehmann and Scheffé, 1955) 


23.23 For the rectangular distribution 
dF = dx, 6-4 <x < 6+}, 
the conditional distribution of the midrange M given the range R, and the marginal 
distribution of M, are given by the results of Exercises 14.12, 14.13 and 14.16. For 
testing H,: 0 = 6, against the two-sided alternative H,:@ # 0) show that the “ equal- 
tails ” test based on M given R, when integrated over all values of R, gives uniformly less 
power than the “ equal-tails ” test based on the marginal distribution of M; use the 
value « = 0-08 for convenience. 
(Welch, 1939) 


23.24 In Example 23.9, show that the UMPU test of Hy: o = o against H, : 0 # 0% 
is of the form 
Ld 
Pokal 2 day < ba, 
(Lehmann, 1947) 
23.25 For the distribution of Example 23.9, show that the UMP similar test of 
Hy: = 6, against H,:0@ # 4 is of the form 
sate <0, > ce 
(Lehmann, 1947) 


23.26 For the rectangular distribution 
dF = dx/@, B<x eur, 

show that the UMP similar test of ae = My against H,: pu # ue is of the form 

Xa)— Bo 


<0, > &. 
(a) — a 
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Cf. the simple hypothesis with 6 = 1, where it was seen in Exercise 22.8 that no UMP 


test exists. 
(Lehmann, 1947) 
23.27 If x,, ..., %, are independent observations from the distribution 
1 
dF = BEG) oP #/ Oe? ds, p>0,0<x*< , 
use Exercises 23.6 and 23.7 to show that a necessary and sufficient condition that a statistic 


h(ey « . » » Xn) be independent of S = 2 is that h(x, » . « » Xa) be homogeneous of 
degree zero in 6. (Cf. refs. to Exercise 15.22.) 


23.28 From (23.113) and (23.114), show that if the first non-zero derivative of the 
power function is the mth, then 


Pm) (w|6) = cov{[s—E(s)]™, (wv) } 


and 
{Pm (w| 6) _ 1 
= es ity 
Bem * 
where uy is the rth central moment of s. In particular, 
| P’ (| 6)| < tat. 


23.29 From 23.35, show that w is a similar region for a hypothesis for which 0 is a 
nuisance parameter if and only if 


cov {s, c(w)} =0 
identically in 6. Cf. Exercises 23.3-4. 


23.30 Generalize the argument of the last paragraph of Example 23.7 to show that 
for any distribution of form 
= (t#=#\& 
aF -4( *)S. 
admitting a complete sufficient statistic for ¢o when yu is known, there can be no similar 
critical region for Ho: # = Mo against H,: ¢ = mw, with power independent of o. 


23.31 For a normal distribution with mean and variance both equal to 9, show 
that for a single observation, x and x* are both sufficient for 0, x* being minimal. Hence 
it follows that single sufficiency does not imply minimal sufficiency. 


CHAPTER 24 


LIKELIHOOD RATIO TESTS AND THE 
GENERAL LINEAR HYPOTHESIS 


24.1 The ML method discussed in Chapter 18 is a constructive method of obtain- 
ing estimators which, under certain conditions, have desirable properties. A method 
of test construction closely allied to it is the Likelihood Ratio (LR) method, proposed 
by Neyman and Pearson (1928). It has played a similar role in the theory of tests 
to that of the ML method in the theory of estimation. 

As before, we have a LF 


L(x|6) = Tlf (9) 


where 6 = (8,,6,) is a vector of r+s = k parameters (r > 1, s > 0) and x may also 
be a vector. We wish to test the hypothesis 


Hy: 9, = Bro (24.1) 


which is composite unless s = 0, against 
Hy: 0, # Orgy 


ie. we are concerned here with the two-sided Hi? of 23.31. We know that there is 
generally no UMP test in this situation, but that there may be a UMPU test. 
The LR method first requires us to find the ML estimators of (6,,6,), giving the 

unconditional maximum of the LF 

L(«|6,,4,), (24.2) 
and also to find the ML estimators of 6,, when H, holds,(*) giving the conditional 
maximum of the LF 

L(x] 6,0,4,). (24.3) 
6, in (24.3) has been given a double circumflex to emphasize that it does not in general 
coincide with 6, in (24.2). Now consider the likelihood ratio(t) 

_ L(x 10,06.) 

~ E(x|6,,6,)° 
Since (24.4) is the ratio of a conditional maximum of the LF to its unconditional maxi- 
mum, we clearly have 


(24.4) 


O</l<l. (24.5) 
Intuitively, / is a reasonable test statistic for Hy: it is the maximum likelihood under 


() When s = 0, H, being simple, no maximization process is needed, for L is uniquely 
determined. 

() The ratio is usually denoted by 4, and the LR statistic is sometimes called ‘‘ the lambda 
criterion,’ but we use the Roman letter in accordance with the convention that Greek symbols 
are reserved for parameters. 
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H, as a fraction of its largest possible value, and large values of / signify that H, is 
reasonably acceptable. The critical region for the test statistic is therefore 


V< Cay (24.6) 
where ¢, is determined from the distribution g(/) of / to give a size-a test, i.e. 
[ema =« (24.7) 
0 


24.2 For the LR method to be useful in the construction of similar tests, i.e. tests 
based on similar critical regions, the distribution of / should be free of nuisance para- 
meters, and it is a fact that for most statistical problems it isso. The next two examples 
illustrate the method in cases where it does and does not lead to a similar test. 


Example 24.1 
For the normal distribution 


dF (x) = Qrot)-texp {—1 (*34) pes 


we wish to test 
Hy: = bo 
Here 


Leinee Qnot)-Mexp{—12(2=4)'}. 


A= %, 
j= 13 (ea) wil 
so that 
L(x| 4,62) = (2ns?)-#*exp(—4n). (24.8) 


When H, holds, the ML estimator is (cf. Example 18.8) 
B= 13 (e—pa)? = s+ (FH), 


so that 
LE (=| Hord*) = [2a {5° + (F—H0)*}]-* exp (— 3). (24.9) 
From (24.4), (24.8) and (24.9), we find 


= fas @—mat} 


or 


where t is ‘‘ Student’s ” t-statistic with (n—1) degrees of freedom. ‘Thus / is a mono- 
tone decreasing function of t#. Hence we may use the known exact distribution of #* 
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as equivalent to that of J, rejecting the 100« per cent largest values of ¢2, which corres- 
pond to the 100« per cent smallest values of /. We thus obtain an “ equal-tails ”’ test 
based on the distribution of “ Student’s ” t, half of the critical region consisting of 
extreme positive values, and half of extreme negative values, of t. This is a very 
reasonable test: we have seen that it is UMPU for H, in Example 23.14. 


Example 24.2 

Consider again the problem of two means, extensively discussed in Chapters 21 
and 23. We have samples of sizes n,, n, from normal distributions with means and 
variances (1,03), (43,03) and wish to test Hy: 4; = 43, which we may re-parametrize 
(cf. 23.2) as Hy: 0 = 4,—p4, = 0. We call the common unknown value of the means y. 


We have 
L(+| ty w cho) = (2n)-Wt™ 9; %ozMexp{ —4(E Gui, F Eur ae)) 
1 j=1 2 


The unconditional ML estimators are 
A= 4, fia = da, = Si, B= §, 


so that 
L(%| by, e763) = (22) Mt so sz exp {— 3 (2, +12)}. 


When H, holds, the ML estimators are roots of the set of three equations 
ms (F:—H) , Ma(Fr—H) _ 
é + a 0, 


1m 
ot = 5B Guay = t+ Gm), om 


= - E (ya)? = $+(@- a) 
aj=t 


When the solutions of (24.10) are substituted into the LF, we get 
L (|, 69) = (22) 8°" 85% exp{—Hm+m)} 
and the likelihood ratio is 


e, ()" (gy - {ee Ps { ie Sal a (24.11) 


We need then only to determine f to be able to use (24.11). Now by (24.10), we see 
that 4 is a solution of a cubic equation in » whose coefficients are functions of the n, 
and of the sums and sums of squares of the two sets of observations. We cannot 
therefore write down i as an explicit function, though we can solve for it numerically 
in any given case. Its distribution is, in any case, not independent of the ratio o{/c3, 
for # is a function of both s? and s? and / is therefore of the form 
1 = g (st, 2) 4 (st, 5). 
Thus the LR method fails in this case to give us a similar test. 


24.3 If, as in Example 24.1, we find that the LR test statistic is a one-to-one 
function of some statistic whose distribution is either known exactly (as in that Example) 


LIKELIHOOD RATIO TESTS 227 


or can be found, there is no difficulty in constructing a valid test of H,, though we shall 
have shortly to consider what desirable properties LR tests as a class possess. How- 
ever, it frequently occurs that the LR method is not so convenient, when the test statistic 
is a more or less complicated function of the observations whose exact distribution 
cannot be obtained, as in Example 24.2. In such a case, we have to resort to approxi- 
mations to its distribution. 

Since / is distributed on the interval (0, 1), we see that for any fixed constant ¢ > 0, 
t = —2clog! will be distributed on the interval (0, 00). It is therefore natural to seek 
an approximation to its distribution by means of a z* variate, which is also on the 
interval (0, 00), adjusting c to make the approximation as close as possible. The 
inclination to use such an approximation is increased by the fact, to be proved in 24.7, 
that as increases, the distribution of —2log/ when Hy holds tends to a x? distribu- 
tion with r degrees of freedom. In fact, we shall be able to find the asymptotic distri- 
bution of —2log/ when H, holds also, but in order to do this we must introduce a 
generalization of the z? distribution. 


The non-central x? distribution 

24.4 We have seen in 16.2-3 that the sum of squares of n independent standardized 
normal variates is distributed in the x? form with n degrees of freedom, (16.1), and c.f. 
given by (16.3). We now consider the distribution of the statistic 


n 
z= 2X4} 


where the x, are still independent normal variates with unit variance, but where their 
means differ from zero and 


E(x) = bo Lei =A. (24.12) 
We write the joint distribution of the x; as 
aF oc exp{—4(x—w)' (x—p)} dey, 


and make the orthogonal transformation to a new set of independent normal variates 
with variances unity, 


y = Bx. 
Since 
E(x) =, 
@ = E(y) = By, 
so that 
VO=pp=4, (24.13) 


since B’'B = I. We now make the first (n—1) components of 8 equal to zero. Then, 
by (24.13), 


Thus 
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is a sum of squares of n independent normal variates, the first (n—1) of which are 
standardized, and the last of which has mean 4? and variance 1. We write 


n-1 
u= = yi, v=y¥ 
i=1 
and we know that u is distributed like z* with (n—1) degrees of freedom. The distri- 


bution of y, is 
aF x exp{—4(yn—Al)*} dy,, 
so that the distribution of v is 


filo)do oc 2 fexp{—4 (0! —28)8} + exp (—4 (— oF —A4)9}] 


oc v-texp {— d(o+A)} | >» do. (24.14) 
The joint distribution of v and u is 
dG « f,(v) fz(u) do du, (24.15) 
where f, is the z* distribution with (n—1) degrees of freedom 
Fa(u)du x e-yle-9 dy, (24.16) 


We put (24.14) and (24.16) into (24.15) and make the transformation 


z= =} 
u 
w= . 
u+v 


with Jacobian equal to z. We find for the joint distribution of z and w 


dG (z, w) oc e— Het gis—2) goftn—3) (1 — gp) -? E E il w) dw dz. 


We now integrate out w over its range from 0 to 1, getting for the marginal distribution of = 
dH (2) oc e~ Wet ziln—2) = ani B{}(n—1),3+7} dz. (24.17) 
r=0 


To obtain the constant in (24.17), we recall that it does not depend on A, and put 

4=0. (24.17) should then reduce to (16.1), which is the ordinary z? distribution 

with n degrees of — The non-constant factors agree, but whereas (16.1) has 
T{3(n—1)}T () is 

a constant term mente ny (24.17) has B{4(n—1), 4} = T'(jn) . We mu 

therefore divide (24.17) by the factor 2!"I'{4(n—1)}I°(4) and finally, writing » for n, 

we have for any A 

en1e+D gir—2) 


dH) = pe Dy G= Dra aeae- 1), }+7}dz. (24.18) 


24.5 The distribution (24.18) is called the non-central y* distribution with » degrees 
of freedom and non-central parameter 4, and sometimes written z'*(v,4). It was first 
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given by Fisher (1928a), and has been studied by Wishart (1932) and Patnaik (1949). 
Since its first two cumulants are (cf. Exercise 24.1) 
xk, = vA, 
ae mi (24.19) 
it can be approximated by a (central) z? distribution as follows. The first two cumu- 
lants of a y* with »* degrees of freedom are (putting A = 0, » = »* in (24.19)) 
ky =o, Ky = 20%: (24.20) 
If we equate the first two cumulants of y'? with those of p y?, where p is a constant 
to be determined, we have, from (24.19) and (24.20), 
v+A = pr*, 
2(v+2A) = 2p2v*, 
so that y’*/p is approximately a central y? variate with 


(24.21) 


»* in general being fractional. 

Patnaik (1949) shows that this approximation to the d.f. of y'* is adequate for many 
purposes, but he also gives better approximations obtained from Edgeworth series 
expansions. 

If »* is large, we may make the approximation simpler by approximating the x? 
approximating distribution itself, for (cf. 16.6) (2z'2/p)t tends to normality with mean 
(2v— 1) and variance 1, while, more slowly, 7’2/p becomes normal with mean »* and 
variance 2y*, 

If »—> a, p—> 1 and »**—>v; but if A— o, p—2 and »* ~}A. 


24.6 We may now generalize our derivation of 24.4. Suppose that x is a vector 
of 2 multinormal variates with mean p and dispersion matrix V. We can find an ortho- 
gonal transformation x = By which reduces the quadratic form x’ V-'x to the diagonal 
form y’B’ V-!By = y’Cy, the elements of the diagonal of C being the latent roots 
of V-', If m—r of these are zero (n—r > 0), we essentially have a form in r variables y. 
To y’ Cy we apply a further scaling transformation y = Dz, where the leading diagonal 
elements of the diagonal matrix D are the reciprocals of the square roots of the corre- 
sponding elements of C, so that D? = C-". Thus x’V-'x = y’Cy = z’z, and z is 
a vector of r independent normal variates with unit variances and mean vector 6 satis- 
fying p= BD@. Thus 4 = 66 = p’V-'p. We have now reduced our problem 
to that considered in 24.4. We see that the distribution of x’ V-!x, where x is a multi- 
normal vector with dispersion matrix V and mean vector p is a non-central z* distri- 
bution with r degrees of freedom (r being the rank of V) and non-central parameter 
'V-1. This generalizes the result of 15.10 for multinormal variates with zero means. 


Graybill and Marsaglia (1957) have generalized the theorems on the distribution of 
quadratic forms in normal variates, discussed in 15.10-21 and Exercises 15.13, 15.17, to 
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the case where x has mean » #0. Idempotency of a matrix is then a necessary and 
sufficient condition that its quadratic form is distributed in a non-central z* distribution, 
and all the theorems of Chapter 15 hold with this modification. 


The asymptotic distribution of the LR statistic 

24.7 We saw in 18.6 that under regularity conditions the ML estimator (tem- 
porarily written 2) of a single parameter 6 attains the MVB asymptotically. It follows 
from 17.17 that the LF is asymptotically of the form 


a -2 ("38") (t-6), (24.22) 
_ L exp {i (*38") (oy, (24.23) 


showing that the LF reduces to the normal distribution of the “ asymptotically suffi- 
cient” statistic t. 
For a k-component vector of parameters 0, the matrix analogue of (24.22) is 
dlog L 
Fe) 
where V-! is defined by (cf. 18.26) 


V5! = -8(F8"). 


When integrated, (24.24) gives the analogue of (24.23) 

L «x exp{—4(t—6)’V-*(t—6)}. (24.25) 
We saw in 18.26 that under regularity conditions the vector of ML estimators t is 
asymptotically multinormally distributed with the dispersion matrix V. Thus the LF 
reduces to the multinormal distribution of t. This result was rigorously proved by 
Wald (1943a). 

We may now easily establish the asymptotic distribution of the LR statistic J defined 
at (24.4). In virtue of (24.25), we may reduce the problem to considering the ratio 
of the maximum of the right-hand side of (24.25) given H, to its maximum given H,. 
When H, holds, the maximum of (24.25) is when @ = 6 = t, so that every component 
of (t—6) is equal to zero and we have 

L(x[6,,6,) oc 1. (24.26) 
When Hy, holds, the s components of (t—6) corresponding to 6, will still be zero, for 
the maximum of (24.25) occurs when 0, = 6, = t,. (24.25) may now be written 
L(x |0,o,8,) oc exp {—4(tr— 0,0)’ V>*(t—Oro)}, (24.27) 
the suffix r denoting that we are now confined to an r-dimensional distribution. Thus, 
from (24.26) and (24.27), 


1 HER -aat-10-t0 Weta 


= (t-6)'V>, (24.24) 


Thus 
—2log! = (t,—8,q)' Vr" (t,— 8,0). 
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Now we have seen that t, is multinormal with dispersion matrix V, and mean vector @,. 
Thus, by the result of 24.6, —2log/ for a hypothesis imposing r constraints is asymp- 
totically distributed in the non-central y? distribution with r degrees of freedom and 
non-central parameter 

A = (0,— 0,0)’ V;*(0,—,o), (24.28) 
a result due to Wald (1943). When H, holds, 4 = 0 and this reduces to a central y? 
distribution with r degrees of freedom, a result originally due to Wilks (1938a). A 
simple rigorous proof of the Ho result is given by K. P. Roy (1957). It should be 
emphasized that these results only hold if the conditions for the asymptotic normality 
and efficiency of the ML estimators are satisfied. 


The asymptotic power of LR tests 

24.8 The result of 24.7 makes it possible to calculate the asymptotic power func- 
tion of the LR test in any case satisfying the conditions for that result to be valid. We 
have first to evaluate the matrix V,—1, and then to evaluate the integral 


on ie 3 
P I out (»,4) (24.29) 


where 7‘2(v,0) is the 100(1—«) per cent point of the central y? distribution. P is 
the power of the test, and its size when 4 = 0. 
Patnaik (1949) gives a table of P for « = 0-05, degrees of freedom 2 (1) 12 (2) 20 and 
A =2(2)20. For 1 degree of freedom, we may use the normal d.f. to evaluate P as in 
Example 24.3 below. Fix (1949b) gives inverse tables of 4 for degrees of freedom 
1 (1) 20 (2) 40 (5) 60 (10) 100, a = 0-05 and « = 0-01 and P (her f) = 0-1 (0-1)0-9. 
If we use the approximation of 24.5 for the non-central distribution, (24.29) be- 
comes, using (24.21) with » = 7, 


oe J (s28)x20 (r+ ta) (24.30) 


+22, 
where 7?(r) is the central y? distribution with r degrees of freedom and 2(r) its 
100(1—«) per cent point. Putting 2 = 0 in (24.30) gives the size of the test. 

The degrees of freedom in (24.30) are usually fractional, and interpolation in the 
tables of y? is necessary. 

From the fact that the non-central parameter 4 defined by (24.28) is, under the 
regularity conditions assumed, a quadratic form with the elements of V," as coefficients, 
it follows, since the variances and covariances are of the order n-, that A will have a 
factor n and hence that the power (24.29) tends to 1 as 2 increases. 


Example 24.3 

To test Hy: 0? = of for the normal distribution of Example 24.1. The uncon- 
ditional ML estimators are as given there, so that (24.8) remains the unconditional 
maximum of the LF. Given our present Hg, the ML estimator of is A = # (Example 
18.2). Thus 


L(e| A, 03) = Qxci)-rexp {1° GSP}, (24.31) 
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The ratio of (24.31) to (24.8) gives 


=" oo[-H(G-4} 


g=etP a fe (24.32) 


so that 


where t = ns*/o%. 2 is a monotone function of /, but is not a monotone function of t/n, 
its derivative being 

dz _1 t\ um 

a (1 ie . 
so that z increases steadily for t < nto a maximum at t = mand then decreases steadily. 
Putting / < c, is therefore equivalent to putting 


t< ay 2 by 
where a,,5, are determined, using (24.32), by 


P{t < a,}+P{t > b,} =, 
G,e—4a/n = by e—ba/n, } (24.33) 


Since the statistic ¢ has a z* distribution with (n—1) d.f. when Hy holds, we can use 
tables of that distribution to satisfy (24.33). 
Now consider the approximate distribution of 


—2log! = (t-n)—nlog (2). 
Since E(t) = n—1, vart = 2(n—1), we may write 
—2logl = (t—9)—nlog {144 


= (t-n)- nE(- yi oy /s 


t—n_(t—n)? 


= (t-n)- nf Tat +oon-n} 
ai ps +o(n-), (24.34) 


We have seen (16.6) that, as n —> 00, a y° distribution with (n—1) degrees of freedom 
is asymptotically normally distributed with mean (n—1) and variance 2(n—1); or 
equivalently, that (¢—m)/(2n)! tends to a standardized normal variate. Its square, 
the first term on the right of (24.34), is therefore a y? variate with 1 degree of freedom. 
This is precisely the distribution of —2log/ given by the general result of 24.7 when 
H, holds. This result also tells us that when H, is false, —2log/ has a non-central 
72 distribution with 1 sig of freedom and non-central parameter, by (24.28), 


ELMlogl o Bee 5 
Ey ane (c?- 05)? = 3g? — 95) 


“(3 
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Thus the expression (24.30) for the approximate power of the LR test in this case, 


where r = 1, is . 
Az 
P= az2(1 ita): 24.35 
J essyan’? (ea vee 
For illustrative purposes we shall evaluate P for one value of 4 and of n conveniently 
chosen. Choose 72(1) = 3-84 to give a test of size 0-05. Consider the alternative 
a? = of = 1-250. We then have A = 0-02n, and we choose n = 50 to give A = 1. 


(24.35) is then 
r= (L0e() 
2-56 3 


and from the Biometrika Tables we find by simple interpolation between 1 and 2 degrees 
of freedom that P = 0-166 approximately. The exact power may be obtained from 
the normal d.f.: it is the power of an equal-tails size-« test against an alternative with 
mean A! = 1 standard deviations distant from the mean on Hp, i.e. the proportion of 
the alternative distribution lying outside the interval (—2-96, + 0-96) standard devia- 
tions from its mean. The normal tables give the value P = 0-170. The approxima- 
tion to the power function is thus quite accurate enough. 


Closer approximations to the distribution of the LR statistic 

24.9 Confining ourselves now to the distribution of / when Hy holds, we may 
seek closer approximations than the asymptotic result of 24.7. As indicated in 24.3, 
if we wish to find y? approximations to the distribution of a function of /, we can gain 
some flexibility by considering the distribution of w = —2clog/ and adjusting ¢ to 
improve the approximation. 

The simplest way of doing this would be to find the expected value of zo and adjust c 
so that 

E(w) =1, 

the expectation of a z* variate with r degrees of freedom. An approximation of this 
kind was first given by Bartlett (1937), and a general method for deriving the value 
of c has been given by Lawley (1956), who uses essentially the methods of 20.15 to 
investigate the moments of —2log/. If 


E(—2log!) = r{i +2+0(5)}, (24.36) 
Lawley shows that by putting either 
1 
w, = —2{— \ log! 
( 3) 
n (24.37) 
or 
me -2(1-£) tog! 


we not only have 


He) = +0(4), 
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which follows immediately from (24.36) and (24.37), but also that all the cumulants 
of w conform, to order n-!, with those of a y? distribution with r degrees of freedom. 
The simple scaling correction which adjusts the means of w to the correct value is 
therefore an unequivocal improvement. 

If even closer approximations are required, they can be obtained in a large class of 
situations by methods due to Box (1949), who shows how to derive a function of —2 log! 
which is distributed in the variance-ratio distribution, and also derives an asymptotic 
expansion for its distribution function in terms of Incomplete Gamma-functions. 


Example 24.4 


k independent samples of sizes n; (i = 1, 2,...,%; m; > 2) are taken from different 
normal populations with means yu, and variances of. To test 


Ho:of = og =... = 04, 
a composite hypothesis imposing the r = k—1 constraints 


and having s = k+1 degrees of freedom. Call the common unknown value of the 
variances o°. 

The unconditional maximum of the LF is obtained, just as in Example 24.1, by 
putting 


Ni 5 
giving m 
L(%| fy .+ +5 ey G,..., @) = (2n)-w? TT (#y-Fe“™, (24.38) 
zk 
where n= in 


=1 
Given H,, the ML estimators of the means and the common variance o? are 


A, = %, 
a1 S das 
a ras bs ae 


so that 
L(x] Ay «++» Ary 64) = (2) (2) e-"2, (24.39) 
From (24.4), (24.38) and (24.39), othe 
l= a (2) ’ (24.40) 
so that 
—2log! = nlog(s*)— 2 n, log (sf). (24.41) 


2 
Now when H, holds, each of the statistics (33) has a Gamma distribution with para- 
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meter $(n,—1), and their sum as has the same distribution with parameter 


z 3(n,-1) = 3(n—k). For a Gamma variate x with parameter p, we have 
=1 


~ E{log(ax)} = epiadias 


eb, 

(0) 

= loga+— eb 

which, using Stirling's series (3.63), becomes 
1 1 

E (log (ax)} = loga+log 9-3-1 (5) (24.42) 


p* 
Using (24.42) in (24.41), we have 
E(- 2log!} = m4log (= *) + log h(n b}- G5 5 - ": +0(z)} 


“info omteorraal 2) 
=e -)- ww Tet (pf 

- En floe(1-5)- anny a¢ecay* (a) 

=(@- el(d a i-wa)+4(22-£) 


oo 2 ]+0( is 24.43 

+412 G1) GA Np Es) 

where we now write N indifferently for n, and 2. We could now improve the y* 
approximation, in accordance with (24.37), with the expression in square brackets in 


(24.43) as (k-1) .. 


Now consider Bartlett’s (1937) modification of the LR statistic (24.40) in which 
n, is replaced throughout by the “‘ degrees of freedom ” n,—1 = »,, so that n is replaced 


by »= z (m-1) = n—-k. We write this 
je 


wan (2)" 
- 1 (3) i 


4 tog T(p), 


where now 
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Thus 
k 
—2log/* = vlogs?— & »,logs?. (24.44) 
i=1 


We shall see in Example 24.6 that /* has the advantage over / that it gives an unbiassed 
test for any values of the n;. If we retrace the passage from (24.42) to (24.43), we 
find that 


1,1 1 z 1 1 1 
B(—Blogi*) = -»{F+ 5+ O(s)} +3 fi +52+0(2)} 


= (k- nea(z ‘ -;)+0(;). (24.45) 


1% 


From (24.37) and (24.45) it follows that —2log/* defined at (24.44) should be divided 
by the scaling constant 
1 E11 
BT ma( Ss, 9 -;) 


to give a closer approximation to a x? distribution with (k—1) degrees of freedom. 


LR tests when the range depends upon the parameter 

24.10 The asymptotic distribution of the LR statistic, given in 24.7, depends 
essentially on the regularity conditions necessary to establish the asymptotic normality 
of ML estimators. We have seen in Example 18.5 that these conditions break down 
where the range of the parent distribution is a function of the parameter 8. What 
can be said about the distribution of the LR statistic in such cases? It is a remarkable 
fact that, as Hogg (1956) showed, for certain hypotheses concerning such distributions 
the statistic —2log/ is distributed exactly as z*, but with 2r degrees of freedom, i.e. 
twice as many as there are constraints imposed by the hypothesis. 


24.11 We first derive some preliminary results concerning rectangular distribu- 
tions. If k variables z; are independently distributed as 


qF=dz, O<23,<1, (24.46) 
the distribution of 
t; = —2logz; 
is at once seen to be 
dG = jexp(-44)dt, O<t< @, 
a z* distribution with 2 degrees of freedom, so that the sum of k such independent 
variates 
k k & 
t= Xt, = —2 & logz, = —2log Il z, 
i=l i=l f=1 


has a x? distribution with 2k degrees of freedom. 
It follows from (14.1) that the distribution of ,,, the largest among ; independent 
observations from a rectangular distribution on the interval (0, 1), is 


dH =n: yey day, OF Yay <1, (24.47) 
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and hence that y%, = 2, is uniformly distributed as in (24.46). Hence for k inde- 
t7 
pendent samples of size n;, t = —2log II y%, has a y* distribution with 2k degrees 
i=l 
of freedom. 
Now consider the distribution of the largest of the & largest values y,,. Since all 
the observations are independent, this is simply the largest of n = = n, observations 
f=1 
from the original rectangular distribution. If we denote this largest value by »,) the 
distribution of —2log yf,, will, by the argument above, be a x* distribution with 2 de- 
: &k 
grees of freedom. We now show that the statistics ,,, and u = II y%,/y%, are inde- 
t=1 
pendently distributed. Introduce the parameter 6, so that the original rectangular 
distribution is on the interval (0,6). The joint frequency function of the y,) then 
becomes, from (24.47), : 
1 
f= uy {n; Ya 1/8" } = ah, 2: Yoo 


By 17.40, yn) is sufficient for 6, and by 23.12 its distribution is complete. Thus by 
Exercise 23.7 we need only observe that the distribution of u is free of the parameter 0 
to establish the result that u is distributed independently of the complete sufficient 
Statistic y(n). 
Since +.) and u are independent, y%, and u are likewise. If we write $,(t) for the 
k 
c.f. of —Zlog y%,, $2(t) for the c.f. of ~2log IT Ye» and ¢(t) for the c.f. of —2Zlogu, 


we then have 
(—2log u)+(—2log yey) = —2log IT yk 
and using our previous results concerning x? distributions, and the fact that the c.f. 
of a sum of independent variates is the product of their c.f.’s (cf. 7.18), we have 
$(t).(1—2it)-! = (1-2it)>, 
whence 
$(t) = (1-2i1)-@-», 

so that Bins has a x* distribution with 2(k—1) degrees of freedom. 

Collecting our results finally, we have established that if we have k variates +in,) 


z 
independently distributed as in (24.47), then —2log II yf, has a y* distribution with 
f=1 


z 

2k degrees of freedom, while, if y,) is the largest of the ya. ~2iog { Tl yf%/ ato} 
t=l 

has a z* distribution with 2(k—1) degrees of freedom. 


24.12 We now consider in turn the two classes of situation in which a single 
sufficient statistic exists for @ when the range is a function of 6, taking first the case 
when only one terminal (say the upper) depends on 6. We then have, from 17.40, the 
necessary form for the frequency function 


f(x|0) = g(x)/h(0),  a<x <8. (24.48) 
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Now suppose we have k(> 1) separate populations of this form, f(x,|6,), and wish 
to test 

Hy: 0, = 0, =... = 0; = 9, 
a simple hypothesis imposing & constraints, on the basis of samples of sizes 2,(¢ = 1, 2, 
+k). We now find the LR criterion for H,. The unconditional ML estimator of 
6, is the largest observation x) (cf. Example 18.1). Thus 


L(t] By +» 984) = HH {e(#u)/Th (Hew) *) 24.49) 


Since H, is simple, the LF when it holds is determined and no ML estimator is neces- 
sary. We have 


L(e|0m0m +404) = Tt Hi {e(ed}/Th ONT 


Hence the LR statistic is 


— E(#18»-++140) _ FF (oe)" 

+= BGlGg ald aL) eas 
When Hy, holds, y; = h(xia))/h(8o) is the probability that an observation falls below 
or at x) and is itself a random variable with distribution obtained from that of x;,, as 


dF = nydyy 0% <1, 
of the form (24.47). Thus, from the result of the last section, 


z 
—2log a ye = —2logl 
jek 
has a 3 distribution with 2k degrees of freedom. 


24.13 We now investigate the composite hypothesis, for k > 2 populations, 
Hy:6,=6,=...=6 
which imposes (k—1) constraints, leaving the common value of 6 unspecified. The 
unconditional maximum of the LF is given by (24.49) as before. The maximum under 
our present H, is L (x| 64, Saray 6), where 6 is the ML estimator for the pooled samples, 
which is xj). Thus we have the LR statistic 


ns L(xl6,...,8) _ 7 Goa) 
L(x|6,,--- 56) snr [A (%m)]”” 


= Ae) /Tet 


where 6 is the common unspecified value of the 6;,, we see that in the notation of the 


last section, 
k 
t= [Hse] /sto 


so that by 24.11 we have that in this case —2log/ is distributed like z? with 2(k—-1) 
degrees of freedom. 


(24.51) 


By writing this as 
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24.14 When both terminals of the range are functions of 6, we have from 17.41 
that if there is a single sufficient statistic for 6, then 
Ft (x19) =g(=)/h(), O< x < 5(6), (24.52) 
where 5(8) must be a monotone decreasing function of 6. For k > 1 such populations 
f(x:|6;), we again test the simple 
Hy:6, =6,=...= 6; = 6 
on the basis of samples of sizes 2; The unconditional ML estimator of 6, is the 
sufficient statistic 
£, = min {xa 5 (Xa) }s 
where %(1;)) Xu) are respectively the smallest and largest observations in the ith sample. 
When H, holds, the LF is specified by L(x|6o,...,69). ‘Thus the LR statistic 
L(x|8o---»80)_ Kole 
T= FLO, «+ -s01) ~ ar LAO) * ea 
Just as for (24.50), we see that 
E 
T= Il yp, 
i=l 
where the y, are distributed in the form (24.47), and hence —2log/ again has a y? 
distribution with 2k degrees of freedom. 
Similarly for the composite hypothesis with (k—1) constraints (k > 2) 
Hy:6,=6,=...=;, 
we find, just as in 24.13, that the LR statistic is 


L(x|6,...,6)_ * 7 ; 
F™ 1 e[6y.008n) COOP OI 


where ¢ = min {t;} is the combined ML estimator 6, so that by writing 


=m [&ea]" / Aol 

BWA 

we again reduce / to the form required in 24.11 for —2log/ to be distributed like y* 
with 2(k—1) degrees of freedom. 


24.15 We have thus obtained exact z* distributions for two classes of hypotheses 
concerning distributions whose terminals depend upon the parameter being tested. 
Exercises 24.8 and 24.9 give further examples, one exact and one asymptotic, of LR 
tests for which —2log/ has a z? distribution with twice as many degrees of freedom 
as there are constraints imposed by the hypothesis tested. It will have been noted 
that these y* forms spring not from any tendency to multinormality on the part of 
the ML estimators, as did the limiting results of 24.7 for “ regular” situations, but 
from the intimate connexion between the rectangular and y* distributions explored in 
24.11. One effect of this difference is that the power functions of the tests take a 
quite different form from that obtained by use of the non-central * distribution in 
248. 
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Consider, for example, the simple H, of 24.12, where the LR statistic / is defined 
at (24.50), and the particular case k = 1. When H, does not hold, i.e. 6, = 6* # , 
it will be the statistic y, = A(xj,))/h (6*) which is distributed in the form (24.47), and 
—2log (yp) = —2log [ ie} i| which has a 7° distribution with 2 degrees of 
freedom. Thus —2log/ will have a “ displaced ” 7? distribution with 2 degrees of free- 
dom, the displacement being y» = 2m, log [A (69).’(6*)]. The logarithmic factor being 
fixed, as m, increases y, will be unbounded, so that, since the critical region consists 
of large values of —2log/, the power of the test will tend to unity as it should if 
h(8,) > h(6*). But note that if 4(6,) < A(6*), ¥ will be negative, so that the con- 
tent of the critical region will be less when H, is false than when it is true, i.e. the test 
will be biassed, and badly so if 4(6*) is much greater than 4(6,) and , is large. Similar 
considerations apply to the other hypotheses considered in 24.13-14, though the power 
functions for the composite hypotheses are not so tractable (cf. Exercise 24.10). 


The properties of LR tests 

24.16 So far, we have been concerned entirely with the problems of determining 
the distribution of the LR statistic, or a function of it. We now have to inquire into 
the properties of LR tests, in particular the question of their unbiassedness and whether 
they are optimum tests in any sense. First, however, we turn to consider a weaker 
property, that of consistency, which we now define for the first time. 


Test consistency 
24.17 A test of a hypothesis H, against a class of alternatives H, is said to be con- 
sistent if, when any member of H, holds, the probability of rejecting H, tends to 1 as 
sample size(s) tend to infinity. If w is the critical region, and x the sample point, we 
write this 
lim P{x ew] H,} = 1. (24.54) 
a—>=x 


The idea of test consistency, which is a simple and natural one, was first introduced 
by Wald and Wolfowitz (1940). It seems perfectly reasonable to require that, as the 
number of observations increases, any test worth considering should reject a false 
hypothesis with increasing certainty, and in the limit with complete certainty. Test 
consistency is as intrinsically acceptable as is consistency in estimation (17.7), of which 
it is in one sense a generalization. For if a test concerning the value of @ is based on 
a statistic which is a consistent estimator of 0, it is immediately obvious that the test 
will be consistent too. But an inconsistent estimator may still provide a consistent 
test. For example, if ¢ tends in probability to 26, ¢ will give a consistent test of hypo- 
theses about 6. In general, it is clear that it is sufficient for test consistency that the 
test statistic, when regarded as an estimator, should tend in probability to some one- 
to-one function of 6. 

Since the condition that a size-x test be unbiassed is (cf. (23.53)) that 


P{xew!H,} >, (24.55) 
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it is clear from (24.54) and (24.55) that a consistent test is at least asymptotically un- 
biassed. However, an unbiassed test need not be consistent.(*) 


The consistency and unbiassedness of LR tests 
24.18 We saw in 18.10 and 18.22 that under a very generally satisfied condition, 
the ML estimator 6 of a parameter-vector 6 is consistent, though in other circumstances 
it need not be. If we take it that we are dealing with a situation in which all the ML 
estimators are consistent, we see from the definition of the LR statistic at (24.4) that, 
as sample sizes increase, Le ) 
% | 9,0, 9, 

I> L(«|6,,0,)’ (24.56) 
where 6,,0, are the true values of those parameters, and 0, is the hypothetical value 
of 6, being tested. Thus, when H, holds, /—> 1 in probability, and the critical region 
(24.6) will therefore have its boundary ¢, approaching 1. When H, does not hold, 
the limiting value of / in (24.56) will be some constant & satisfying (cf. (18.20) ) 

O<k<l 
and thus we have 

P{l<a}—71 (24.57) 
and the LR test is consistent. 


In 24.8 we confirmed from the approximate power function that LR tests are con- 
sistent under regularity conditions, and in 24.15 we deduced consistency in another case, 
not covered by 24.8. Both of these examples are special cases of our present dis- 
cussion, 


24.19 When we turn to the question of unbiassedness, we recall the penultimate 
sentence of 24.17 which, coupled with the result of 24.18, ensures that most LR esti- 
mators are asymptotically unbiassed. Of itself, this is not very comforting (though 
it would be so if it could be shown under reasonable restrictions that the maximum 
extent of the bias is always small), for the criterion of unbiassedness in tests is intuitively 
attractive enough to impose itself as a necessity for all sample sizes. However, we have 
already had in 24.15 a LR test which was biassed: the following is another, more 
important, example. 


Example 24.5 

Consider again the hypothesis H, of Example 24.3. The LR test uses as its critical 
region the tails of the 7?_, distribution of t = s*/og determined by (24.33). Now 
in Examples 23.12 and 23.14 we saw that the unbiassed (actually UMPU) test of Hy 
was determined from the distribution of t by the relations 


P{t < a,}+P{t >} =, } 


: 24.5 
alt exp (—a,/2) = Uo exp (—by/2) dia 


(*) Cf. the result in 17.9 that if a consistent estimator has a finite expectation in the limit, it 
is at least asymptotically an unbiassed estimator, but that an unbiassed estimator need not be 
consistent. 
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It is clear on comparison of (24.58) with (24.33) that they would only give the same 
result if a, = b,, which cannot hold except in the trivial case a,—-b, = 0,0 = 1. In 
all other cases, the tests have different critical regions, the LR test having higher values 
of a, and b, than the unbiassed test, i.e. a larger fraction of « concentrated in the lower 
tail. It is easy to see that for alternative values of o* just larger than 0%, for which 
the distribution of ¢ is slightly displaced towards higher values of ¢ compared to its 
H, distribution, the probability content lost to the critical region of the LR test through 
its larger value of 5, will exceed the gain due to the larger value of a,; and thus the 
LR test will be biassed. 

It will be seen by reference to Example 23.12 that whereas the LR test has values 
of @,, 5, too large for unbiassedness, the ‘ equal-tails ” test there discussed has a,, , 
too small for unbiassedness. Thus the two more or less intuitively acceptable critical 
regions ‘‘ bracket’ the unbiassed critical region. 

If in (24.33) we replace 2 by n—1, it becomes precisely equivalent to the unbiassed 
(24.58), confirming the general fact that the LR test loses its bias asymptotically. It is 
suggestive to trace this bias to its source. If, in constructing the LR statistic in Example 
24.3, we had adjusted the unconditional ML estimator of o? to be unbiassed, s? would 
have been replaced by (-44)% and the adjusted LR test would have been un- 
biassed: the estimation bias of the ML estimator lies behind the test bias of the LR 
test. 


Unbiassed tests for location and scale parameters 

24.20 Example 24.5 suggests that a good principle in constructing a LR test is 
to adjust all the ML estimators used in the process so that they are unbiassed. A 
further confirmation of this principle is contained in Example 24.4, where we stated 
that the adjusted LR statistic /* gives an unbiassed test. We now prove this, develop- 
ing a method due to Pitman (1939b) for this purpose. 

If the hypothesis being tested concerns a set of & location parameters 6, 
(i = 1,2,...,), we write the joint distribution of the variates as 


dF = f (x;—01,%2—-09, ... %r—9,) dey... dey. (24.59) 

We wish to test 
Hy:0, =0,=...= 0, (24.60) 
Any test statistic t, to be satisfactory intuitively, must satisfy the invariance condition 
2( x4, Xe). - + Xe) = A(X, —A, 49-4, .-. , Xe —A). (24.61) 


We may therefore without loss of generality take the common value of the 0, in (24.60) 
to be zero. We suppose that ¢ > 0, and that wo, the size-a critical region based on 
the distribution of t, is defined by 
t< Ca; (24.62) 
if either of these statements were not true, we could transform to a function of ¢ for 
which they were. 
Because of its invariance property (24.61), t must be constant in the k-dimensional 
sample space W on any line L parallel to the equiangular vector V defined by 
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x, = %, =... = x, and thus w, will lie outside a hypercylinder with axis parallel 
to V. When d, holds, the content of 1, is its size 


a= | dF (x,,%,...,%), (24.63) 
and when H, is not true the ‘icon of w, is its power 
1-B= j GF (x,— 03, %,—Og, «. «Xe —O,) = f GF (x1, %q,...5%4), (24.64) 
where w, is dicived. from w, by translation in W without rotation, We define the 
integral, over any line L parallel to V, 
P(L) = Sevier oti) de (24.65) 


Since variation in # is along any line L, and the aggregate of lines L is the whole of W, 
we have 


[P@at = f{fsasbat =f... [fey dee = 1. (24.66) 


We now determine w, as the aggregate of all lines L for which the statistic P(L) < some 
constant A. Then P(L) will exceed 4 on any L which is in w, but not in ws. Hence, 
from (24.63), (24.64) and (24.66), 


ene ja < fara i-6, 


so that the test is unbiassed. We therefore need only define the test statistic ¢ so that 
at any point on a line L, parallel to V, it is equal to P(L). Now using the invariance 
property (24.61) with 4 = % we have, conditionally upon L, 


@)|L = | SF (81-8) F «so 5 he — 8) aE, 
so that unconditionally we have for the test statistic 
(2) = §{J fei-au-& +988) 43} dL 
and replacing * by u, this is, - integration with respect to L, 
t(x) = [i fea-mam vey et) du, (24.67) 


the unbiassed size-« region being defined by (24.62). It will be seen that the unbiassed 
test thus obtained is unique. An example of the use of (24.67) is given in Exercise 24.15. 


24.21 Turning now to tests concerning scale parameters, which are more to our 
present purpose, suppose that the joint distribution of & variates is 


a a(2ers Ye) G1 Os de : 
lal tok saan 9 var Saar" 88) 


where all the scale parameters ¢, are positive. We make the transformation 
x, = log|y|, 0, = log¢, 
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and find for the distribution of the x; 
dF = g{exp(x,—6,), exp(x,—6,),...,exp(x.—6;)} 
& 
exp{ >» (n-6) bas «+d, (24.69) 
f=1 
(24.69) is of the form (24.59) which we have already discussed. To test 
Hy: $, = $2 =... = b& (24.70) 
is the same as to test Hy of (24.60). The statistic (24.67) becomes 
© & 
t(x) = g{exp(x,—u),exp(x,—u),... vexp (es—1) exp { E x,—hu du, 


which when expressed in terms of the y, becomes 


t(y) = Hilf” 0(225. . 2) a (24.71) 


24.22 Now consider the special case of k independently distributed Gamma vari- 


ates z with parameters m;. Their joint distribution is 
if 


Vi ie dy, af 
a= {img foe(-23) 09% ee) 
To test H, of (24.70), we use (24.71) and obtain 
oA cpt 2 vie 
t(y) = nf; aN f - exp( 2 a) Besu (24.73) 
where m = z m, On substituting u = 3 y;/v in (24.73), we find 
tml i=l 
Ty 
A EN a I 
t(y) = [n rm] ex a (24.74) 


We now neglect the constant factor in square brackets in (24.74). From the remainder, 
T, the maximum attainable value of ¢, occurs when W/E = m,/m, when 


T = Th m/m™. (24.75) 


We now write 


ft = —log (+) = mlog (22) smog (2). (24.76) 


t* will be unbiassed for H,, and will range from 0 to 0, large values being rejected. 


Example 24.6 
We may now apply (24.76) to the problem of testing the equality of k normal vari- 
ances, discussed in Example 24.4. For each of the quantities % (x ¥)/(207) is, 
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when H, holds, a Gamma variate with parameter (n,— 1). We thus have to substitute 
in (24.76) 
Me = U(xy—F)* = »; 87, 
m, = 4(n,-1) = dry, (24.77) 
m = Xm, = 4(n—-k) = hy, 
i 


and we find for the unbiassed test statistic 
xy, 83 
2° = ria 4 Jz, log (s?). (24.78) 


v 


(24.78) is identical with (24.44), so that 22* is simply —2log/* which we discussed 
there. Thus the /* test is unbiassed, as stated in Example 24.4. From this, it is fairly 
evident that the unadjusted LR test statistic / of (24.40), which employs another 
weighting system, cannot also be unbiassed in general. When all sample sizes are 
equal, the two tests are equivalent, as Exercise 24.7 shows. Even in the case k = 2, 
the unadjusted LR test is biassed when n, # n,: this is left to the reader to prove 
in Exercise 24.14. 


24,23 Before leaving the question of the unbiassedness of LR tests, it should be 
mentioned that Paulson (1941) investigated the bias of a number of LR tests for expon- 
ential distributions—some of his results are given in Exercises 24.16 and 24.18—and that 
Daly (1940) and Narain (1950) have shown a number of LR tests of independence in 
multinormal systems to be unbiassed: we shall refer to their results as we encounter 
these tests in Volume 3. 


Other properties of LR tests 
24.24 Apart from questions of consistency and unbiassedness, what can be said 
in general concerning the properties of LR tests? In the first place, we know that 
ML estimators are functions of the sufficient statistics (cf. 18.4) so that the LR statistic 
(24.4) may be re-written 
* L(x| 8,05 t,) 

L(e| Trad) ial: 
where #, is the vector minimal sufficient for 9, when H, holds and 7,,, is the statistic 
sufficient for all the parameters when H, does not hold. As we have seen in 17.38, it 
is not true in general that the components of 7,,, include the components of t,—the 
sufficient statistic for 0, when H, holds may no longer form part of the sufficient set 
when H, does not hold, and even when it does may not then be separately sufficient 
for 0,, merely forming part of 7,,, which is sufficient for (0,,0,). Thus all that we 
can say of / is that it is some function of the two sets of sufficient statistics involved. 
There is, in general, no reason to suppose that it will be the right function of them. 

If there is a UMP test against all alternatives, we should expect the LR method 
to give it, but there does not seem to be any result to the effect that it will do so, even 
under restrictive conditions. However, the existence of a UMP test is rare, as we 
saw in 22.18, even for a simple H,—the argument there carries over to the case of a 
composite H—so the point is perhaps not very important. 
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If we are seeking a UMPU test, the LR method is handicapped by its own general 
biassedness, but we have seen that a simple bias adjustment will sometimes remove 
this difficulty. The adjustment takes the form of a “ reweighting ” of the test statistic 
by substituting unbiassed estimators for the ordinary ML estimators (Examples 24.4 
and 24.6, Example 24.5), or sometimes equivalently of an adjustment of the critical 
region of the statistic to which the LR method leads (Exercise 24.14). Exercise 24.16 
shows that two UMP tests derived in Exercises 23.25-26 for an exponential and a 
rectangular distribution ure produced by the LR method, while the UMPU test for 
an exponential distribution given in Exercise 23.24 is not equivalent to the LR test, 
which is biassed. 

However, even UMPU tests are relatively rare, and the LR principle is an appealing 
one when there is no “‘ optimum” test. It is of particular value in tests of linear 
hypotheses (which we shall discuss in the second part of this chapter) for which, in 
general, no UMPU test exists. But it is as well to be reminded of the possible falli- 
bility of the LR method in exceptional circumstances, and the following example, 
adapted from one due to C. Stein and given by Lehmann (1950), is a salutary warning 
against using the method without investigation of its properties in the particular situation 
concerned, 


Example 24.7 
A discrete random variable x is defined at the values 0, +1, +2, and the prob- 
abilities at these points given a hypothesis H, are : 


x: 0 +1 +2 2 
1-0 1-0 
P| Hy: «(=2) a-9) (3) 0,02 0,(1—03) 
The parameters 0,, 03, are restricted by the inequalities 
0<0,<a<}, 0< 46, <1, 
where « is a known constant. We wish to test the simple 
Hy:0,=4, 6, = 4, 
H, being the general alternative (24.80), on the evidence of a single observation. The 
probabilities on Ho are: 
x: 0 +1 +2 -2 
P\Hy: « 4-a@ 4a da 
The LF is independent of 0, when x = 0, +1, and is maximized unconditionally by 
making 6, as small as possible, i.e. putting 6, = 0. The LR statistic is therefore 
L(x| Ho) 
I= ;=l-« x=0, +1. 24.82 
L (#1154) ill 
When x = +2 or —2, the LF is maximized unconditionally by choosing 0, respectively 
as large or as small as possible, ie. 6, = 1,0, respectively ; and by choosing 6, as 
large as possible, i.e. 6, = «. The maximum value of the LF is therefore « and the 
LR statistic is 


(24.80) 


(24.81) 


l=}, x= +2. (24.83) 
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Since « < 3, it follows from (24.82) and (24.83) that the LR test consists of rejecting 
H, when x = +2. From (24.81) this test is seen to be of size «. But from (24.80) 
its power is seen to be 6, exactly, so for any value of 6, in 

0<A,<a (24.84) 
the LR test will be biassed for all 6,, while for 6, = « the test will have power equal 
to its size « for all @,. In this latter extreme case the test is useless, but in the former 
case it is worse than useless, for we can get a test of size and power « by using a table 
of random numbers as the basis for our decision concerning Hy. Furthermore, a 
useful test exists, for if we reject Hy when x = 0, we still have a size-a test by (24.81) 


and its power, from (24.80), is « (=) which exceeds « when (24.84) holds and 


equals « when 6, = a. 

Apart from the fact that the random variable is discrete, the noteworthy feature of 
this cautionary example is that the range of one of the parameters is determined by a, 
the size of the test. 


The general linear hypothesis and its canonical form 
24.25 We are now in a position to discuss the problem of testing hypotheses in 
the general linear model of Chapter 19. As at (19.8), we write 
y=X+e (24.85) 
where the e, have zero means, equal variances o* and are uncorrelated. For the 
moment, we make no further assumptions about the form of their distribution. We 
take X’ X to be non-singular: if it were not, we could make it so by augmentation, as 
in 19.13-16. 
Suppose that we wish to test the hypothesis 
H,: AB = cy, (24.86) 
where A is a (r xk) matrix and cy a (rx 1) vector, each of known constants. (24.86) 
imposes r(<k) constraints, which we take to be functionally independent, so that A 
is of rank r. H, is simply the negation of H,. Whenr = &, A’A is non-singular and 
(24.86) is equivalent to Hy: 8 = (A’A)-?A’c,. If A is the first r rows of the (nx k) 
matrix X, we also have a particularly direct Hg, in which we are testing the means of 
the first r y,. 
Consider the (nx 1) vector 
z= C(X’X)-' X’y = Cb, (24.87) 
where C is a (nxk) matrix and b is the Least Squares (LS) estimator of 8 given at 
(19.12). Then, from (24.87) and (24.85), 
z = CB8+C(X'X)' X’e, 
so that 
p= E(z) = CB , (24.88) 
and the dispersion matrix of z is, as in 19.6, 
V = @ C(X’X)7C’. (24.89) 
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Let us now choose C so that the components of z are all uncorrelated, i.e. so that 
V=o71. 
From (24.89), this requires that 
C(X’X)1C’ =I 
or, if C’C is non-singular, that 
C’C = X’X. (24.90) 

(24.90) is the condition that the z; be uncorrelated, and implies, with (24.87) and 
(24.88), that 

(z—p)'(z—p) = e’X(X'X)X’e = (X(b-B)}'{K(b-B)}. (24.91) 


24.26 We now write 


where A is the (r x ) matrix in (24.86), D is a ((k—r) x k) matrix and F is a ( ("—k) xk) 
matrix satisfying 
Fp = 0. (24.92) 


Since A is of rank r, we can choose D so that the (k x k) matrix ( D) is non-singular, 


and thus C is of rank k. C’C is then also of rank k, and hence non-singular as required 
above (24.90). 
From (24.88), we have 


A 
p = E(z) = (> g. (24.93) 
F 


Thus the means of the first r 2; are precisely the left-hand side of (24.86), so that Hy 
is equivalent to testing 

Ho: ui = E(z) =e, #=1,2,...,7, (24.94) 
a composite hypothesis imposing r constraints upon the parameters. Since, by (24.92), 
the last (n—k) of the u; are zero, there are k non-zero parameters y,, which together 
with o? make up the total of (k+1) parameters. 


24.27. Thus we have reduced our problem to the following terms: we have a set 
of m mutually uncorrelated variates 2; with equal variances o*. (a—k) of the 2, have 
zero means, and the others non-zero means. The hypothesis to be tested is that r of 
these k variates have specified means. This is called the canonical form of the 
general linear hypothesis. 

In order to make progress with the hypothesis-testing problem, we need to make 
assumptions about the distribution of the errors in the linear model (24.85): specifi- 
cally, we take each e; to be normal and hence, since they are uncorrelated, independent. 
The z,, being linear functions of them, will also be normally distributed and, being 
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uncorrelated, independently normally distributed. ‘Their joint distribution therefore 
gives the LF 


L(z| wo) = Qxo!)-*exp { — 1,2) (ew) } 
= (2no%)-"/2exp [-z {2,10} (er) 


+ (earth) (Bear ten) + 22a} | (24.95) 


where suffixes to vectors denote the number of components in the vector. Our hypo- 


thesis is 
Hy: tr = Co . (24.96) 
and H, is its negation. 

We saw in Example 23.14 that if we have only one constraint (r = 1), there is 
a UMPU test of H, against H),, as is otherwise obvious in our present application from 
the fact that we are then testing the mean of a single normal population with unknown 
variance; the UMPU test is, as we saw in Example 23.14, the ordinary “‘ equal-tails ” 
“Student’s ” t-test for this hypothesis. 

Kolodzieczyk (1935), to whom the first general results concerning the linear hypo- 
thesis are due, demonstrated the impossibility of a UMP test with more than one 
constraint, and showed that there is a pair of one-sided UMP similar tests when r = 1 : 
these are the one-sided “ Student’s”’ ¢-tests (cf. Example 23.7). We have just seen 
that there is a two-sided “ Student’s ” t-test which is UMPU for r = 1, but the critical 
region of this test is different according to which of the yz, is being tested : thus there 
is no common UMPU critical region for r > 1. 

Since there is no “‘ optimum ”’ test in any sense we have so far discussed, we are 
tempted to use the LR method to give an intuitively reasonable test. 


24.28 The derivation of the LR statistic is simple enough. ‘The unconditional 
maximum of (24.95) is obtained by solving the set of equations 
dlog L _ 
alae. (im hy Srey 


The ML estimators thus obtained arc 
fy = By fe Li Qicesyh 


whence 
(z-@)'(z-Q) = né*. 
Thus the unconditional maximum of the LF is 
L(z|Q, 6%) = (22 6%e) "2 = (Cz = 4)". (24.97) 


= 
M jmktt 
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When the hypothesis (24.96) holds, the ML estimators of the unspecified parameters 
are 


A= 2, t=rtl,rt2,...,k, 
1 n r 
3 y 2 eee 
t{ 2 atte ai) } 


whence 
(z— fi)’ (zB) = n6*, 
so that the conditional maximum of the LF is 
; n r —n/2 
L(zlen fd) = Qxbte)-o = [EL S ats b (eicadt}]™” (24.98) 
t=k+ t= 
From (24.97) and (24.98) the LR statistic / is given by 
yo Fd 
Pee iy (24.99) 
where 
W = (Z,—€)' (Zr—€o)/Zn—bZn-t 


z (3:—Co4)? . 
gt coi (24.100) 
é 
x a 
i=k}1 
It will be observed from above that né*, 6? are respectively the minima of 
(z—p)'(z—p) with respect to wp under H, and H;. By (24.91), these are the same 


as the minima of 
S = {X(b—-B)}' {X(b-B)} 
with respect to B. The identity in B 
T = e'e = (y-X)'(y—XB) = (y—Xb) (y-Xb)+S 
is easily verified by direct expansion, and the term on its right 
R = (y-Xb)'(y—Xb) 

does not depend on B. Minimization of S with respect to B is therefore equivalent 
to minimization of T. But the process of minimizing T for B is precisely the means 
by which we arrived at the Least Squares solution in 19.4. Thus the minimum value 
of T occurs with the minimum value of S. To obtain 6?, 6? in (24.100), therefore, 
we minimize e’e in the original model. 

Since /is a monotone decreasing function of W, the LR test is equivalent to rejecting 
H, when W is large. If we divide the numerator and denominator of W by o?, we 
see that when H, holds, W is the ratio of the sum of squares of r independent normal 
variates to an independent sum of squares of (n—k) such variates, i.e. is the ratio of 
two independent x? variates with r and (n—k) degrees of freedom. Thus, when H, 


holds, F = eof) W is distributed in the variance-ratio distribution (cf. 16.15) with 


(r,n—k) degrees of freedom and the LR test is carried out in terms of F, large values 
forming the critical region. 
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Many of the standard tests in statistics may be reduced to tests of a linear hypothesis, 
and we shall be encountering them frequently in later chapters. 


Example 24.8 
As a special case of particular importance, consider the hypothesis 
Hy: 8, = 0, 
where B, is a (rx 1) subvector of B in (24.85). We may therefore rewrite (24.85) as 
y= x) (0 )+e 
where X, is of order (nx 1) and X, is of order (nx (k—r)). Then H, becomes equi- 
valent to specifying 
y = X,f.-,+€. 
In accordance with 24.28, we find the minima of T = e’e. Since we are here esti- 


mating all the parameters of a linear model both on Hy and on Hy, we may use the 
result of 19.9. We have at once that the minimum under Hy, is 


né6? = y’ {I-X,(X; X,)'X}y 


nd? = y'I-X(X'X)X’}y 
where X = (X, X,). The statistic 


ees sa. 


r a 


while under H, it is 


is distributed in the variance-ratio distribution with (r,n—k) degrees of freedom, the 
critical region for H, being the 100« per cent largest values of F. 


24.29 In 24.28 we saw that the LR test is based on the statistic (24.100) which 
may be rewritten 


z (2 — Cos)*/0? 
— i=l 


x 23/o* 
Smk+1 
Whether H, holds or not, the denominator of W is distributed like zy with (n—k) 
degrees of freedom. When H, holds, as we saw, the numerator is also a z? variate 
with r degrees of freedom, but when H, does not hold this is no longer so: in fact, 
the numerator will always be a non-central z? variate (cf. 24.4) with r degrees of freedom 
and non-central parameter 


i= 3 (cu M)*/0* = (Hr C0)' (te €0)/08, (24.101) 


where yz, is the true mean of z;, Only when H, holds is A equal to zero, giving the 
central y? distribution of 24.28. Since we wish to investigate the distribution of W 
(or equivalently of F) when H, is not true, so that we can evaluate the power of the 
LR test, we are led to the study of the ratio of a non-central to a central y? variate. 
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The non-central F distribution 
24.30 Consider first the ratio of two variates z,, 23, distributed in the non-central 
72 form (24.18) with degrees of freedom »,, », and non-central parameters A,, A, respec- 
tively. Using (11.74), the distribution of 
“= 3,/2, 
is given by 
e~tuot hd) (yy) in E A (uo 
ait) = du | aap Gon 1)} PQ) do a BAC Dod 
@-HO+A) girl 
* pi P= DIP) 2s GEA Ind +s om 

If we write 2 = nari » = ¥,+¥, and simplify, this becomes 

ae Oe a) T+s) 


dH) = a, 2, GiGi ayhdn+r)'TQ)EGrs+s) 


x { I; enHeL+W) pirtrte—t av} ult du, (24.102) 
0 


“er 


The integral in (24.102) is equal to '(4v+r+s) if ( Thus 


-ng = . Ma Dt (G4+5)2 
aH (uw) = oY Zo 2r)1Q20)! BArr tr, n+) PG)}* 
egicert (4)"" du. (24.103) 
Since 
PdenrGeyae_ 1 
(2r)\(2s)1{0(Q)} ~ Fri? 
(24.103) may finally be simplified to 


-a ye = (A. any insena(_1_\Pirte du 
ea) =e az see rt ost (=) B(}v, +1, buat) ee 


24.31 To obtain the distribution of a non-central y? variate divided by its degrees 
of freedom to a central y* variate similarly divided, we put 


te 2/71 Ms as = 
leat 5 nm 4,=0, Aaa 


in (24.104). The result is 


wr " 
‘ ae F’yiite-1 ; 
dG(F’) = e~# laa Pa (i apy 7 4F". (24.105) 
Va 
(24.105) is a generalization of the variance-ratio (F) distribution (16.24), to which it 
reduces when 4 = 0. It is called the non-central F distribution with degrees of frec- 
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dom »,,¥, and non-central parameter 4. We sometimes write it F’(»1,72,4). Like 
(24.18), it was first discussed by Fisher (1928a), and it has been studied in a special 
context by Wishart (1932) and later by Tang (1938) and Patnaik (1949) among others. 


The power function of the LR test of the linear hypothesis 
24.32 It follows at once from 24.28-9 and 24.31 that the power function of the 
LR test of the general linear hypothesis is 


P= { * dG{F' nm )}, (24.106) 
Por, 140) 


where F, is the 100(1—«) per cent point of the distribution, », = r, vs = n—k, and 
4 is defined at (24.101). 


Several tables and charts of P have been constructed : 


(1) Tang (1938) gives the complement of P (i.e. the Type II error) for test sizes x = 0-01, 
0-05; », (his f,) = 1(1)8; » (his f,) = 2(2)6 (1) 30,60, 00; and 
$ = {4/0,+1) }t = 10°53 (1) 8. 

(2) Lehmer (1944) gives inverse tables of ¢ for « = 0-01, 0-05; », = 1(1)10, 12, 15, 20, 
24, 30, 40, 60, 80, 120, 00; », = 2(2)20, 24, 30, 40, 60, 80, 120, 240, co; and 
P (her £) = 0-7, 0-8. 

(3) E. S. Pearson and Hartley (1951) give eight charts of the power function, one for each 
value of v, from 1 to 8. Each chart shows the power for »; = 6 (1) 10, 12, 15, 20, 
30, 60, 00; a = 0-01, 0-05 ; and ¢ ranging from 1 (except when », = 1, when ¢ 
ranges from 2 for « = 0-01, 1-2 for « = 0-05) to a value large enough for the power 
to be equal to at least 0-98. The table for », = 1 is reproduced in the Biometrika 
Tables. 

(4) M. Fox (1956) gives inverse charts, one for each of the combinations of « = 0-01, 0-05, 
with power P (his 8) = 0-5, 0-7, 0-8, 0-9. Each chart shows, for 

¥, = 3(1)10(2) 20(20) 100, 200, 00 ; vz = 4(1) 10 (2) 20 (20) 100, 200, oo, 

the contours of constant ¢. He also gives a nomogram for each « to facilitate inter- 
polation in £. 

(5) A. J. Duncan (1957) gives two charts, one for « = 0-01 and one for « = 0-05. Each 
shows, for vg = 6(1)10, 12, 15, 20(10) 40, 60, 00, the values of », (ranging from 
1 to 8) and ¢ required to attain power P = 1—£8 = 0-50 and 0-90. 


Approximation to the power function of the LR test 


24.33 As will be seen from the form of (24.105), the computation of the exact 
power function (24.106) is a laborious matter, and even now is far from complete. 
However, we may obtain a simple approximation to the power function in the manner 
of, and using the results of, our approximation to the non-central y? distribution in 


24.5. If z, is a non-central y? variate with », degrees of freedom and non-central 
parameter 2, we have from (24.21) that z, jf (247) is approximately a central y? 
1 


variate with degrees of freedom »* = (¥,+4)*/(v,+24). Thus 


o/{e(23)} = mt 


is approximately a central y? variate divided by its degrees of freedom »*. Hence 
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%,/v, is approximately a multiple (v,;+A)/», of such a variate. If we now define the 
non-central F’-variate 
93/3 
‘3 B4/%_ 
where 2, is a central y? variate with », degrees of freedom, it follows at once that 
approximately 
r= "tp, (24.107) 
1 
where F is a central F-variate with degrees of freedom »* = (»,+A)?/(v;+2A) and ¥,. 
The simple approximation (24.107) is surprisingly effective. By making compari- 
sons with Tang’s (1938) exact tables, Patnaik shows that the power function calculated 
by use of (24.107) is generally accurate to two significant figures; it will therefore 
suffice for all practical purposes. 
To calculate the power of the LR test of the linear hypothesis, we therefore replace 
(24.106) by the approximate central F-integral 


hs Ne 71 Py (rs tote (EE )}; (24.108) 


at 
the size of the test being determined by putting A = 0. (»,+A)*/(v,+2A) is generally 
fractional, and interpolation is necessary. Even the central F distribution, however, 
is not yet so very well tabulated as to make the accurate evaluation of (24.108) easy— 
see the list of tables in 16.19. 


The non-central t-distribution 

24.34 When », = 1, the non-central F distribution (24.105) reduces to the non- 
central #? distribution, just as for the central distributions (cf. 16.15). If we trans- 
form from 2? to t, we obtain the non-central t-distribution, which we call the t’-distribu- 
tion. Evidently, from the derivation of non-central zy? as the sum of non-central 
squared normal variates, we may write 

t! = (z+6)/o!, (24.109) 

where z is a normal variate with zero mean and w is distributed like 7/f with f degrees 
of freedom (we write f instead of , in (24.105), and 6? = A, in this case). Our dis- 
cussion of the F’ distribution covers the t’? distribution, but the ¢’ distribution has 
received special attention because of its importance in applications. 


Johnson and Welch (1939) studied the distribution and gave tables for finding 
100(1—«) per cent points of the distribution of t’ for « or 1—a = 0-005, 0-01, 0-025, 
0-05, 0-1 (0:1)0°5, f = 4(1) 9, 16, 36, 144, oo, and any 5; and conversely for finding 6 
for given values of ¢’. 

Resnikoff and Lieberman (1957) have given tables of the frequency function and the 
distribution function of t’ to 4 d.p., at intervals of 0-05 for t/ft, for f = 2 (1) 24 (5) 49, 
and for the values of 6 defined by 


j * Qa) texp(-e3de = 2, 
a+ 
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a = 0-001, 0-0025, 0-004, 0-01, 0-025, 0-04, 0-065, 0-10, 0-15, 0:25. They also give some 
percentage points of the distributions. 


24.35 A particular important application of the t’ distribution is in evaluating the 
power of a “ Student’s ” t-test for which the critical region is in one tail only (the “ equal- 
tails” case, of course, corresponds to the t’* distribution). The test is that 6 = 0 in 
(24.109), the critical region being determined from the central t-distribution. Its power 
is evidently just the integral of the non-central t-distribution over the critical region. It 
has been specially tabulated by Neyman et al. (1935), who give, for « = 0-05, 0-01, 
S (their n) = 1(1) 30, 00 and 6 (their p) = 1(1)10, tables and charts of the complement 
1—P of the power of the test, together with the values of 6 for which P = 1-—a, Neyman 
and Tokarska (1936) give inverse tables of 6 for the same values of « and f and 
1—P = 0-05, 0-10 (0-10) 0-90. 


Optimum properties of the LR test of the general linear hypothesis 

24.36 We saw in 24.27 that, apart from the case r = 1, there is no UMPU test 
of the general linear hypothesis. Nevertheless, the LR test of that hypothesis has 
certain optimum properties which we now proceed to develop, making use of simplified 
proofs due to Wolfowitz (1949) and Lehmann (1950). 

In 24.28 we derived the ML estimators of the (k—r+1) unspecified parameters 
when Hy holds, They are the components of 

t= (4,6), 

which are defined above (24.98). When H, holds, the components of t are a set of 
(k—r+1) sufficient statistics for the unspecified parameters. By 23.10, their distribu- 
tion is complete. Thus, by 23.19, every similar size-« critical region w for Hy will 
consist of a fraction « of every surface t = constant. Here every component of t is 
to be constant, and in particular the component 6%. Let 


nd = E att E (a,—cy)' = a, (24.110) 
fmk+1 iol 


where a@ is a constant. 

Now consider a fixed value of 4, defined at (24.101), say 4 = d? > 0. The power 
of any similar region on this surface will consist of the aggregate of its power on 
(24.110) for all a. For fixed a, the power on the surface 4 = d? is 


P(w|4,a) = J sale lth of) (24.111) 
where L is the LF defined at (24.95). We may write this out fully as 
P(wo| a) = @aoty-r*[ exp {—psf{(e, es) (Hen) {(@—es)-(H—e0)} 
$+ (Zpr— Ben)’ (Zhan) + Zen Za a} ae. (24.112) 
Using (24.110) and (24.101), (24.112) becomes 
P(w|a,a)= Qnaty-te-trexp{—3(a4S)}f exp {(2:—€4)' (Ur —€e)} dp (24.113) 


the vector z,_, having been integrated out over its whole range since its distribution 
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is free of Aand independent ofa. The only non-constant factor in (24.113) is the integral, 
which is to be maximized to obtain the critical region w with maximum P. The 
integral is over the surface 4 = d? or (u,—Co)'(%,—Co) = constant. It is clearly 


r 
a monotone increasing function of |z,—¢o| i.e. of (Z,—€p)’(Z,-—€o) = 2 (2;—Co;)*. 
i=1 


Now if = (%:—¢o;)* is maximized for fixed a in (24.110), W defined at (24.100) is 
fat 


also maximized. Thus for any fixed 4 and a, the maximum value of P(w|A,a) is 
attained when w consists of large values of W. Since this holds for each a, it holds 
when the restriction that a be fixed is removed. We have therefore established that 
on any surface 4 = d? > 0, the LR test, which consists of rejecting large values of HW’, 
has maximum power, a result due to Wald (1942). 

An immediate consequence is P. L. Hsu’s (1941) result, that the LR test is UMP 
among all tests whose power is a function of A only. 


Invariant tests 

24.37 In developing unbiassed tests for location parameters in 24.20, we found it 
quite natural to introduce the invariance condition (24.61) as a necessary condition 
which any acceptable test must satisfy. Similarly for scale parameters in 24.21, the 
logarithmic transformation from (24.68) to (24.69) requires implicitly that the test 
statistic ¢ satisfies 


L(Ya Var eee Yn) = (CV CV +++ 6Mn) 6 >0z. (24.114) 
Frequently, it is reasonable to restrict the class of tests considered to those which are 
invariant under transformations which leave the hypothesis to be tested invariant ; 
if this is not done, e.g. in the problem of testing the equality of location (or scale) para- 
meters, it would mean that a change of origin (or unit) of measurement would affect 
the conclusions reached by the test. 
If we examine the canonical form of the general linear hypothesis in 24.27 from 
this point of view, we see at once that the problem is invariant under : 


(a) any orthogonal transformation of (z,—C¢,) (this leaves (z,—€¢o)’(Z,—€p) un- 
changed) ; 

(b) any orthogonal transformation of z,_, (this leaves z),_,;Z,—, unchanged) ; 

(c) the addition of any constant a to each component of z,_, (the mean vector 
of which is arbitrary) ; 

(d) the multiplication of all the variables by ¢ > 0 (which affects only the com- 
mon variance o?). 


It is easily seen that a statistic ¢ is invariant under all the operations (a) to (d) if, and 
only if, it is a function of W = (z,—€p)'(Z,—€o)/Zn—-1Za—z alone. Clearly if ¢ is a 
function of W alone, its power function, like that of W, will depend only on 4. By 
the last sentence of 24.36, therefore, the LR test, rejecting large values of W, is UMP 
among invariant tests of the general linear hypothesis. 
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EXERCISES 


24.1 Show that the c.f. of the non-central z* distribution (24.18) is 


dit 
= (1-2i)-"/2 ea 

409 = (-2i9-rexp {5}, 
giving cumulants x, = (v+rA)2*—(r—1)!. In particular, 

*%, = +i, x, = 2(v+22), 

x, = 8(v +32), X_ = 48(v+ 4A). 
Hence show that the sum of two non-central 7? variates is another such, with both degrees 
of freedom and non-central parameter equal to the sum of those of the component 
distributions, 

(Wishart, 1932; Tang, 1938) 


24.2 Show that if the non-central normal variates x; of 24.4 are subjected to k 
orthogonal linear constraints 


» 
Layx=b; j=i,2,...,k, 


i=1 


* n 
where 2@= 1, Zauan =0, j#l, 


i=l 
then y= Ea Pt 
i=1 
has the non-central a distribution with rae - degrees of freedom and non-central 
parameter 4 = Eg = E (3 = aun) 
fmt jut\iat 


(Patnaik (1949). If the constraints are not orthogonal, the distribution 
is much more complicated. Its c.f. is given by Bateman (1949).) 


24.3 Show that for any fixed r, the first r moments of a non-central z* distribution 
with fixed 4 tend, as degrees of freedom increase, to the corresponding moments of the 
central z° distribution with the same degrees of freedom. Hence show that, in testing a 
hypothesis H, distinguished from the alternative hypothesis by the value of a parameter 6, 
if the test statistic has a non-central z° distribution with degrees of freedom an increasing 
function of sample size n, and non-central parameter A a non-increasing function of n 
such that 4 = 0 when H, holds, then the test will become ineffective as n—>o, i.e. its 
power will tend to its size «. 


24.4 Show that the LR statistic / defined by (24.40) for testing the equality of k 
normal variances has moments about zero 


,_ mer aga} FP ale+Im-1)} 
Br PAL@+1)n—A]) int PL A (u—1)} 


(Neyman and Pearson, 1931) 


24.5 For testing the hypothesis H, that & normal distributions are identical in mean 
and variance, show that the LR statistic is, for sample sizes m > 2, 
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me rE 
where f= a (xy %1)?, F = i 2 m Xt 
k 
and Ba 2D mits Gi-a), 


and that its moments about zero are 
he nll {3 (n—1) } hi PT 4(@ + 1)m—1) } 
7 LLG + 1)n— 1] } gar miter {4 G1) 
(Neyman and Pearson, 1931) 


24.6 For testing the hypothesis H, that & normal distributions with the same variance 
have equal means, show that the LR statistic (with sample sizes m > 2) is 


1, = 1/1 


where / and I, are as defined for Exercises 24.4 and 24.5, and that the exact distribution 
of s = 1—1,7" when H, holds is 


GF o aklt-3(1—2)"-k-2dg, Qe a <1. 


Find the moments of /, and hence show that when the ee Ho of Exercise 24.5 holds, 
land J, are independently distributed. 
(Neyman and Pearson, 1931) 


24.7 Show that when all the sample sizes m are equal, the LR statistic / of (24.40) 
and its modified form /* of (24.44) are connected by the relation 


nlogl* = (n—k)logl, 
so that in this case the tests based on / and /* are equivalent. 


24.8 For samples from k distributions of form (24.48) or (24.52), show that if | is 
the LR statistic for testing the hypothesis 


Ho: 9, = 0, =... = Op,5 Oper = Ope =~. . = Os Opp = 20. = Op5 
eee 5 Op 4a ee = Op, 


that the 6; fall into r distinct groups (not necessarily of equal size) within which they are 
equal, then —2log/ is distributed exactly like z* with 2(n—r) degrees of freedom. 
(Hogg, 1956) 


24.9 In a sample of n observations from 
dx 
20’ 
show that the LR statistic for testing Hy: ¢ = 0 is 


be ey 6) 
2z 2z 
where z = max {—x1, Xn)}. Using Exercise 23.7, show that J and # are independently 
distributed, so that we have the factorization of c.f’s 
Efexp {(—2logR")it}] = Elexp ((—2log/)it}] Elexp {[—2log (2z)" ] it}]. 


Hence show that the c.f. of —2log/ is $(t) = aan oe 1 


dF = w-O <x <td, 


so that, asm —> 00, —2 log! 


is distributed like z* with 2 degrees of freedom. 
(Hogg and Craig, 1956) 
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24.10 For the composite hypothesis of 24.13 with k = 2, show that if 6, = p§,(p > 0), 


the statistic 
— @ay) fh Hay) Y 
°8 fax {p"/* h (x(n), pm" h (xing) 3 


is distributed like z* with 2 degrees of freedom, reducing to the LR statistic (24.51) 
when p = 1. 


= —2log 


24.11 k independent samples, of sizes m > 2, = m = n, are taken from exponential 
populations 


dF; (x) = on{- = =) aren &<x< ow. 


Show that the LR statistic for testing 
Hy: 6, =6,=...=62; o, =O, >... wo 
is 
k 
lg = IL dj"/d™ 
f=1 


where di = 2 — (x,4), the difference between the mean and smallest observation in the 
ith sample, and d is the same function of the combined samples, i.e. 


d= — x). 
Show that the moments of //* are 
* nT (n—1) rT {(m—1) + pm/n} 
Ye PQepal) ier nPMD(m—1) 
(P. V. Sukhatme, 1936) 


24.12 In Exercise 24.11, show that for testing 
Ayo, =o,=...= %, 
the 6 being unspecified, the LR statistic is 
z 
TI dj 


ix} 
h=7 
G >») mat) 
T jel 
and that the moments of ///* are 
1 WER) FP {(u—1)+pm/n} 
*T a k+P) a1 npulT (ny — 1) + 
(P. V. Sukhatme, 1936) 


24.13. In Exercise 24.11, show that if it is known that the o; are all equal, the LR 

statistic for testing 
H,z:6,=0,=...=%& 
is 
1, = I/ly 
where I, and J, are defined in Exercises 24.11-12. Show that the exact distribution 
of BR” = u is 
1 


= ane E n-k-1(] —~ y)k-3 
aF = Bink, k-1)" (1—u)*-* du, O<u<il, 
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and hence, from the moments of u, deduce that when H, of Exercise 24.11 holds, /,; and 
1, are independently distributed. 
(P. V. Sukhatme, 1936) 


24.14 Show by comparison with the unbiassed test of Exercise 23.17 that the LR 
test for the hypothesis that two normal populations have equal variances is biassed for 
unequal sample sizes 1, m3. 


24.15 Show by using (24.67) that an unbiassed similar size-z test of the hypothesis 
H, that k independent observations xi(i = 1, 2, ..., %) from normal populations with 
unit variance have equal means is given by the critical region 


Ek 
= i —2' Se, 


i=l 
where cz is the 100(1—«) per cent point of the distribution of y* with (n—1) degrees of 
freedom. Show that this is also the LR test. 


24.16 Show that the three test statistics of Exercises 23.24-26 are equivalent to the 
LR statistics in the situations given ; that the critical region of the LR test in Exer- 
cise 23.24 is not the UMPU region and is in fact biassed; but that in the other two 
Exercises the LR test coincides with the UMP similar test. 


24.17. Extending the results of 23.10-13, show that if a distribution is of form 
F(% 61,8... 6%) = OM (s)exp{ E By (x) Ay (Os, 4, --- > 9x) }, 
a(6;,6;) < x < 5(6;, 43) 
(the terminals of the distribution depending only on the two parameters not entering into 
the exponential term), the statistics t; = xj), ty = %my t = z= B;(xs) are jointly 


sufficient for @ in a sample of n observations, and that their distribution is complete. 
(Hogg and Craig, 1956) 


24.18 Using the result of Exercise 24.17, show that in independent samples of sizes 
m,, ny from two distributions 


aF = exp {SOLS o>0; ms» 2>6&; £=1,2, 
the statistics 
2, = min {xq}, 
x n 
z= z xyt x Xshs 
jel jul 
are sufficient for 6, and 6, and complete. 
Show that the LR statistic for H,:6, = 0, is 
l= %_— (1 Xa) + 2X2) liad 
2—(ny +13) 21 
and that / is distributed independently of z,, z3 and hence of its denominator. Show 


that / gives an unbiassed test of Ho. 
(Paulson, 1941) 
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24.19 Generalizing the result of Exercise 16.7, show that the d.f. of the non-central 
2 distribution (24.18) is given, for even , by 
H(z) = Prob{u—v > jy}, 


where u and v are independent Poisson variates with parameters }z and 4A respectively. 
Gohnson, 1959a) 


CHAPTER 25 
THE COMPARISON OF TESTS 


25.1 In Chapters 22-24 we have been concerned with the problems of finding 
“ optimum ” tests, i.e. of selecting the test with the “best” properties in a given 
situation, where “ best” means the possession by the test of some desirable property 
such as being UMP, UMPU, etc. We have not so far considered the question of 
comparing two or more tests for a given situation with the aim of evaluating their 
relative efficiencies. Some investigation of this subject is necessary to permit us to 
evaluate the loss of efficiency incurred in using any other test than the optimum one. 
It may happen, for example, that a UMP test is only very slightly more powerful than 
another test, which is perhaps much simpler to compute ; in such circumstances we 
might well decide to use the less efficient test in routine testing. Before we can decide 
an issue such as this, we must make some quantitative comparison between the tests. 

We discussed the analogous problem in the theory of estimation in 17.29, where 
we derived a measure of estimating efficiency. The reader will perhaps ask how it 
comes about that, whereas in the theory of estimation the measurement of efficiency 
was discussed almost as soon as the concept of efficiency had been defined, we have 
left over the question of measuring test efficiency to the end of our general discussion 
of the theory of tests. The answer is partly that the concept of test efficiency turns 
out to be more complicated than that of estimating efficiency, and therefore could not 
be so shortly treated. For the most part, however, we are simply following the histori- 
cal development of the subject : it was not until, from about 1935 onwards, the atten- 
tion of statisticians turned to the computationally simple tests to be discussed in 
Chapters 31 and 32 that the need arose to measure test efficiency. Even the idea 
of test consistency, which we encountered in 24.17, was not developed by Wald and 
Wolfowitz (1940) until nearly twenty years after the first definition of a consistent 
estimator by Fisher (1921a) ; only when “ inefficient ” tests became of practical interest 
was it necessary to investigate the weaker properties of tests. 


The comparison of power functions 

25.2 In testing a given hypothesis against a given alternative for fixed sample 
size, the simplest way of comparing two tests is by direct examination of their power 
functions. If sample size is at our disposal (e.g. in the planning of a series of observa- 
tions), it is natural to seek a definition of test efficiency of the same form as that used 
for estimating efficiency in 17.29. If an “ efficient” test (i.e. the most powerful in 
the class considered) of size a requires to be based on 7, observations to attain a cer- 
tain power, and a second size-« test requires n, observations to attain the same power 
against the same alternative, we may define the relative efficiency of the second test in 
attaining that power against that alternative as m,/n,. This measure is, as in the 
case of estimation, the reciprocal of the ratio of sample sizes required for a given per- 
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formance, but it will be noticed that our definition of relative efficiency is not asymp- 
totic, and that it imposes no restriction upon the forms of the sampling distributions 
of the test statistics being compared. We can compare any two tests in this way 
because the power functions of the tests, from which the relative efficiency is calcu- 
lated, take comprehensive account of the distributions of the test statistics ; the power 
functions contain all the information relevant to our comparison. 


Asymptotic comparisons 

25.3 The concept of relative efficiency, although comprehensive, is not concise. 
Like the power functions on which it is based, it is a function of three arguments— 
the size a of the tests, the “ distance’ (in terms of some parameter 0) between the 
hypothesis tested and the alternative, and the sample size (#,) required by the efficient 
test. Even if we may confine ourselves to a few typical values of a, a table of double 
entry is still required for the comparison of tests by this measure. It would be much 
more convenient if we could find a single summary measure of efficiency, and it is 
clear that we can only hope to achieve this by imposing some limiting process upon the 
relative efficiency. We have thus been brought back to the necessity for restriction 
to asymptotic results. 


25.4 The approach which first suggests itself is that we let sample sizes tend to 
infinity, as in 17.29, and take the limit of the relative efficiency as our measure of test 
efficiency. If we consider this suggestion we immediately encounter a difficulty. If 
the tests we are considering are both size-« consistent tests against the class of alterna- 
tive hypotheses in the problem (and henceforth we shall always assume this to be so), 
it follows by definition that the power function of each tends to 1 as sample size 
increases. If we compare the tests against some fixed alternative value of 9, it follows 
that the relative efficiency will always tend to 1 as sample size increases. The suggested 
measure of test efficiency is therefore quite useless. 

More generally, it is easy to see that consideration of the power functions of con- 
sistent tests asymptotically in # is of little value. For example, Wald (1941) defined 
an asymptotically most powerful test as one whose power function cannot be bettered 
as sample size tends to infinity, i.e. it is UMP asymptotically. The following example, 
due to Lehmann (1949), shows that one asymptotically UMP test may in fact be de- 
cidedly inferior to another such test, even asymptotically. 


Example 25.1 

Consider again the problem, discussed in Examples 22.1 and 22.2, of testing the 
mean 6 of a normal distribution with known variance, taken to be equal to 1. We 
wish to test Hg: 6 = 09 against the one-sided alternative H,:6 = 0, > 09. In 22.17, 
we saw that a UMP test of H, against H, is given by the critical region # > 05+A,/n, 
and in Example 22.3 that its power function is 


P, = G{Ant-4,} = 1-G{i,- Ant}, (25.1) 
where A = 6,—6, and the fixed value A, defines the size « of the test as at (22.16). 
s 
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We now construct a two-tailed size-« test, rejecting Hg when 
E> Oy+d,,/n! or ¥ < Oy—A,,/n', 
where 4,, and 4,,, functions of , may be chosen arbitrarily subject to the condition 
&,+%, = a, which implies that 2, and 4,, both exceed A,. (22.56) shows that the 


power function of this second test is 


P, = G{Ant—-4,}+G{-Ant_-d,}, (25.2) 
and since G is always positive, it follows that 
P, > G{Ant-4,,} = 1-G{A,,— Ant}. (25.3) 
Since the first test is UMP, we have, from (25.1) and (25.3), 
G{A,—Ant}—G{,— Ant} > P,P, > 0. (25.4) 


It is easily seen that the difference between G{x} and G{y} for fixed (x—y) is maxi- 
mized when x and y are symmetrically placed about zero, i.e. when x = —y, i.e. that 


G{}(x-y)}-G{-4(x—-y)} > G{x}-G{y}. (25.5) 
Applying (25.5) to (25.4), we have 
G{4 (Aa, — 4a) }- G{—4 (A, 4e)} > Pi— Ps > 0. (25.6) 
Thus if we choose /,, for each so that 
lim An, = Aus (25.7) 


n—>o 
the left-hand side of (25.6) will tend to zero, whence P, — P, will tend to zero uniformly 
in A. The two-tailed test will therefore be asymptotically UMP. 
Now consider the ratio of Type II errors of the tests. From (25.1) and (25.2), 
we have 
1-P, _ G{A,—Ant}—G{-2,,—- Ant} (25.8) 
1-P, G{a,—Ant} : 
As n}—> oo, numerator and denominator of (25.8) tend to zero. Using L’Hépital’s 
rule, we find, using a prime to denote differentiation with respect to nt and writing ¢ 
for the normal f.f., 
1=Pa tn [Mea Ant At Meld Be) as 
ntpo 1- Ey eas —Ag{a,—An'} —Ag{A- Ant } 
Now (25.7) implies that 2,,—> oo vith #, and therefore that the second term on the 
right of (25.9) tends to zero: (25.7) also implies that the first term on the right of 
(25.9) will tend to infinity if 
fim Abn Am) pig _ ge HPL Ry Aa} 
no Eft Ant} pe *exp{—$ (4 —Ant)} 
= Tim —Aexp{-}0R-A)+An(Q—-A)} (2510 


does so. By (25.7), the first term in the exponent on the right of (25.10) tends to 
zero. If we put 


Ay, = Agtn-*, 0<6 <4, (25.11) 
(25.7) is satisfied and (25.10) tends to infinity with ». Thus, although both tests are 
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asymptotically UMP, the ratio of Type II errors (25.8) tends to infinity with n. It is 
clear, therefore, that the criterion of being asymptotically UMP is not a very selective 
one. 


Asymptotic relative efficiency 

25.5 In order to obtain a useful asymptotic measure of test efficiency, therefore, 
we must consider a sequence of alternative hypotheses in which 0 approaches the value 
tested, @, as m increases. This type of alternative was first investigated by Pitman 
(1948), whose work was generalized by Noether (1955). 

Let t, and t, be consistent test statistics for the hypothesis Hy: 0 = 09 against the 
one-sided alternative H,:6 > 6). We assume for the moment that f, and ¢, are 
asymptotically normally distributed whatever the value of 6—we shall relax this restric- 
tion in 25.14-15. 

For brevity, we shall write 

E(t,| 4) = Ey, 
var (t;| H;) = Dj, 


CA : ‘ 
EP (6) = 5g Ew #=1,2; 7 =0,1. 
Cd 
DE = x Din Dio = Di Oo), 
Large-sample size-« tests are defined by the critical regions 


ty > EytADio (25.12) 
(the sign of t; being changed if necessary to make the region of this form), where 2, 
is the normal deviate defined by G{—A,} = «, G being the standardized normal d.f. 
as before. Just as in Example 22.3, the asymptotic power function of ¢, is 
P,(8) = G{ [En —(Eiot 42 Dio) ]/Dus}- (25.13) 
Writing u,(6,4.) for the argument of G in (25.13), we expand (E,,— Ej) in a Taylor 
series, obtaining 


4; (6,4.) = [amon om -ADa] } Diy (25.14) 
where 0, < 6; < 6 and m, is the first non-zero derivative at 6g, i.e., m; is defined by 
E} (60) = 0, r=1,2,..., i 

Ey (00) # 0. (25.15) 


In order to define the alternative hypothesis, we assume that, as n —> oo, 
R,; = [E{" (00)/Dio] ~ cin. (25.16) 
(25.16) defines the constants 6; > 0 and c;. Now consider the sequences of alter- 
natives, approaching 9) as n—> 0, 
6= 04k, - (25.17) 


where k, is an arbitrary positive constant. If the regularity conditions 


) 
Be) fin 2 ax, (25.18) 


Perce Er (6) 1, no Dig 
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are satisfied, (25.16), (25.17) and (25.18) reduce (25.14) to 
4, (8,4.) = ot 4, (25.19) 
m,} 


and the asymptotic powers of the tests are G{u;} from (25.13). 


25.6 If the two tests are to have equal power against the same sequence of alter- 
natives for any fixed «, we must have, from (25.17) and (25.19), 


ky a ky 
ar (25.20) 
and 
asf = ake (25.21) 


where n, and 2, are the sample sizes upon which f, and ft, are based. We combine 
(25.20) and (25.21) into 
ey ! 1 
mt (s oe ae (25.22) 


The right-hand side of (25.22) is a positive constant. Thus if we let 2,n,—> 00, the 
ratio n,/n, will tend to a constant if and only if 6, = 6,. If 6, > 6,, we must have 
n,/n,—> 0, while if 6, < 6, we have n,/n,—> 0. If we define the asymptotic relative 
efficiency (ARE) of t, compared to #, as 


Ay = lim™, (25.23) 
Ns 
we therefore have the result 
Ay=0, 6, > 6, (25.24) 


Thus to compare two tests by the criterion of ARE, we first compare their values of 6: 
if one has a smaller 6 than the other, it has ARE of zero compared to the other. The 
value of é plays the same role here as the order of magnitude of the variance plays in 
measuring efficiency of estimation (cf. 17.29). 

We may now confine ourselves to the case 6, = 6, = 6. (25.22) and (25.23) then 


give 
= Tim 2 = (22%! pm, 
Ay = lim = ( mae ) (25.25) 
If, in addition, 
m, = m, =m, 25.26 
(25.26) 


(25.25) reduces to 
1/(ma) 
ae) 


. EL” (8,)/Doo\ '™ 
= i 2 \%o}/47 20 
Au = lim } p 6,)/Dae 


which on using (25.16) becomes 


(25.27) 
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(25.27) is simple to evaluate in most cases, and we shall be using it extensively in later 
chapters to evaluate the ARE of particular tests. Most commonly, 6 = 4 (corres- 
ponding to an estimation variance of order n-') and m = 1. No case where m > 2 
seems to be known. For an interpretation of the value of m, see 25.10 below. 

In passing, we may note that if m, # my, (25.25) is indeterminate, depending as 
it does on the arbitrary constant ky. We therefore see that tests with equal values of 6 
do not have the same ARE against all sequences of alternatives (25.17) unless they also 
have equal values of m. We shall be commenting on the reasons for this in 25.10. 


25.7 If we wish to test H, against the two-sided H,:0 # 0o, our results for the 
ARE are unaffected if we use “ equal-tails ” critical regions of the form 
> EtapDig or ty < Eyo—AyDioy 
for the asymptotic power functions (25.13) are replaced by 
Q1(0) = G{u,(8, Aya) }+1-G{u,(0,—4,,) }, (25.28) 
and Q, = Q, against the alternative (25.17) (where &, need no longer be positive) if 


(25.20) and (25.21) hold, as before. Konijn (1956) gives a more general treatment 
of two-sided tests, which need not necessarily be “ equal-tails ” tests. 


Example 25.2 

Let us compare the sample median # with the UMP sample mean Z in testing 
the mean 6 of a normal distribution with known variance 0%. Both statistics are asymp- 
totically normally distributed. We know that 

E(%) = 0, D*(#|6) = o%/n 
and # is a consistent estimator of 0, with 
E(&) = 6, D*(%|0) ~ x0*/(2n) 
(cf. Example 10.7). ‘Thus we have 
E'(0.) =1 

for both tests, so that m, = m, = 1, while from (25.16), 6, = 6, = 4. Thus, from 


(25.27), 
= tim {1/(not/2m\* _ 2 
Ass deta fT 
This is precisely the result we obtained in Example 17.12 for the efficiency of ¥ in 
estimating 0. We shall see in 25.13 that this is a special case of a gencral relationship 
between estimating efficiency and ARE for tests. 


ARE and the derivatives of the power functions 

25.8 The nature of the sequence of alternative hypotheses (25.17), which approaches 
6) as n—> oo, makes it clear that the ARE is in some way related to the behaviour, 
near 09, of the power functions of the tests being compared. We shall make this rela- 
tionship more precise by showing that, under certain conditions, the ARE is a simple 
function of the ratio of derivatives of the power functions. 

We first treat the case of the one-sided H, discussed in 25.5-6, where the power 
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functions of the tests are asymptotically given by (25.13), which we write, as before, 

P,(0) = G{u;(8,A4)}. (25.29) 
Differentiating with respect to 8, we have 

Pi (0) = g {us} ui (8,2), (25.30) 
where g is the normal frequency function. From (25.13) we find 

Wi (Ode) = FF Bu. Eie he Ds) (25.31) 
As n—> oo, we find, using ia pie ie further regularity conditions 
Di . E; 


lim 57 = 1, lim =" = 1, 
n—>o “0 R->O 


4; (0,24) = 200 Deke (25.32) 


so that if m; = 1 in (25.15) and if 


that (25.31) becomes 


wi Os 
woe B65 ~ es} 
(25.32) reduces at 05 to 
Ui (B42) ~ Ei (90)/Dio- (25.34) 
Since, from (25.13), 
&{4:(042)} = B{-Aa}, (25.35) 
(25.30) becomes, on substituting (25.34) and (25.35), 
Pi (80) = Pi (Oude) ~ 8{—Ax} Ei (00)/Deo- (25.36) 
Remembering that m; = 1, we therefore have from (25.36) and (25.27) 
P; (8. 2 
Jim ao = 44,  m=m=1, (25.37) 


so that the asymptotic ratio of the first derivatives of the power functions of the tests 
at 9, is simply the ARE raised to the power 6 (commonly }). Thus if we were to use 
this ratio as a criterion of asymptotic efficiency of tests, we should get precisely the same 
results as by using the ARE. This criterion was, in fact, proposed (under the name 
“asymptotic local efficiency”) by Blomqvist (1950). 

25.9 If m; > 1, ic. E;(05) = 0, (25.36) is zero to our order of approximation and 
the result of 25.8 is of no use. The differentiation process has to be taken further 
to yield useful results. 

From (25.30), we obtain 

Pr (0) = BLN vi(0,2.)}2+9 us) a (2). (25.38) 


From (25.31), 


wi! (yin) = Fi — EP (Bg —Ewe—AaDod) [pe 2 |. 25.39) 
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If (25.18) holds with m, = 2 and also the regularity conditions below (25.31) and 


lim Ej, = E; (69) = 0, jim Be 1, lim pa =1, lim =i =1, (25.40) 
—>o no “0 n—>o “i0 
(25.39) gives 
1 (Oe) = Feo) ig [pe- 2(pe) | (25.41) 
Dio Dio, 
Instead of (25.33), we now assume ‘he conditions 
Dio (Dio)? 
li 7 , a Esta S E 
a BG) Se Dak Oo” a 
(25.42) reduces (25.41) to 
Ui! (80,22) ~ Ei’ (o)/Dio- (25.43) 
Returning now to (25.38), we see that since 
one = —ug{uy}, 
we have, using (25.32), (25.35) and (25.43) in (25.38), 
Pi (00) ~ e(-a}{ [Fees Dio pea. |' +7 5 ae}. (25.44) 
#0 


Since we are considering the case m, = 2 here, the term in E;(0,) is zero, and from the 
second condition of (25.42), (25.44) may finally be written 


Pi (00) ~ g{-A2} Ei’ (0)/Dios (25.45) 
whence, with m = 2, (25.27) gives 


? 


Jim P’@,) oe = AZ (25.46) 


for the limiting ratio of the second derivatives. 

(25.37) and (25.46) may be expressed concisely by the statement that for m = 1, 2, 
the ratio of the mth derivatives of the power functions of one-sided tests is asymptotically 
equal to the ARE raised to the power mé. 

Tf, instead of (25.33) and (25.42), we had imposed the stronger conditions 

lim Dip/Dig = 0, lim Dip/Dio = 0, (25.47) 
ao ao 


which with (25.16) imply (25.33) and (25.42), (25.34) and (25.43) would have followed 
from (25.32) and (25.41) as before. (25.47) may be easier to verify in particular cases. 


The interpretation of the value of m 

25.10 We now discuss the general conditions under which m will take the value 
1 or 2. Consider again the asymptotic power function (25.13) for a one-sided alter- 
native H,: 0 > 6, and a one-tailed test (25.12). For brevity, we drop the suffix “7” 
in this section. If 6—> 6), and D, —> Dy by (25.18), it becomes 


Pe) = o{Fi5 a}, 


a monotone increasing function of (E,—£,). 
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If (E,—£,) is a non-decreasing function of (@—6,), P(8) —> 0 as @ —> — 0 (which 
implies that the other “ tail” of the distribution of the test statistic would be used as 
a critical region if 6 < 4). If E’ (@o) exists, it is non-zero and m = 1, and P’ (6) # 0 
also, by (25.36). 

If, on the other hand, (E,—£,4) is an even function of (@—6,), (which implies that 
the same “ tail”? would be used as critical region whatever the sign of (@—6,)), and 
an increasing function of | —6 |, and E’ (8,) exists, it must under regularity conditions 
equal zero, and m > 1—in practice, we find m = 2. By (25.36), P’(0») = 0 also to 
this order of approximation. 

We are now in a position to see why, as remarked at the end of 25.6, the ARE is 
not useful in comparing tests with differing values of m, which in practice are always 
1 and 2. For we are then comparing tests whose power functions behave essentially 
differently at #5, one having a regular minimum there and the other not. The indeter- 
minacy of (25.25) in such circumstances is not really surprising. It should be added 
that this indeterminacy is, at the time of writing, of purely theoretical interest, since 
no case seems to be known to which it applies. 


Example 25.3 

Consider the problem of testing H,:@ = 0 for a normal distribution with mean 6 
and variance 1. The pair of one-tailed tests based on the sample mean # are UMP 
(cf. 22.17), the upper or lower tail being selected according to whether H, is 6 > 0 
or 6 <0. From Example 25.2, 6 = 3 and m= 1 for &. 

We could also use as a test statistic 


S = E(x,—0,)% 
i=l 
S has a non-central chi-squared distribution with n degrees of freedom and non- 
central parameter n(8—6,)*, so that (cf. Exercise 24.1) 
E(S|6) = n{1+(0-60)*}, 
D?(S|6o) = 2n, 


and as n —> 10, S is asymptotically normally distributed. We have E’(6) = 2n(@—0,), 
E' (89) = 0, E”’ (6) = 2n = E”' (84), so that m = 2 and 


From (25.16), since m = 2,6 = }. Since 6 = } for %, the ARE of S compared to = 
is zero by (25.24). ‘The critical region for S consists of the upper tail, whatever the 
value of 0. 


25.11 We now turn to the case of the two-sided alternative H,:6 #4 05. The 
power function of the “ equal-tails” test is given asymptotically by (25.28). Its 
derivative at 0 is 


Qi (00) = Pi (90 44)~ Pi Oo» —Aja)s (25.48) 


THE COMPARISON OF TESTS a7 


where P; is given by (25.36) if m, = 1 and (25.33) or (25.47) holds. Since g{—A,} in 
(25.36) is an even function of A,, (25.48) immediately gives the asymptotic result 
Qi (02) ~ 0 
so that the slope of the power function at 6, is asymptotically zero. This result is also 
implied (under regularity conditions) by the remark in 24.17 concerning the asymptotic 
unbiassedness of consistent tests. 
The second derivative of the power function (25.28) is 


i’ (80) = Pi’ (805 Aja) — PE’ (Bos — Aya) (25.49) 

We have evaluated P;’ at (25.44) where we had m, = 2. (25.44) still holds for m, = 1 
if we strengthen the first condition in (25.47) to 

Dio/Dio = 0(n~), (25.50) 


for then by (25.16) the second term on the right of (25.39) may be neglected and we 
obtain (25.44) as before. Substituted into (25.49), it gives 


OF (0) ~ 2iyae(—A.}{ (7AP))"s (Ba,)'h, 
and (25.50) reduces this to 


Qi (80) ~ 2rae{—Aja (Fee =foy. (25.51) 
In this case, therefore, (25.27) and (25.51) give 
Qe (80) _ 
0"'(0,) AR. (25.52) 


Thus for m = 1, the asymptotic ratio of second derivatives of the power functions of 
two-sided tests is exactly that given by (25.46) for one-sided tests when m = 2, and 
exactly the square of the one-sided test result for m = 1 at (25.37). 

The case m = 2 does not seem of much importance for two-tailed tests: the 
remarks in 25.10 suggest that where m = 2 a one-tailed test would often be used even 
against a two-sided Hj. 


Example 25.4 

Reverting to Example 25.2, we saw that both tests have 6 = 3, m = 1 and E’(6,) = 1. 
Since the variance of each statistic is independent of 6, at least asymptotically, we see 
that (25.33) and (25.50) are satisfied and, the regularity conditions being satisfied, it 
follows from (25.37) that for one-sided tests 


tim 720) _ 4p, = (2). 


n >a P; 2 (90) 7, 
while for two-sided tests, from (25.52), 
. QF (80) 2 
1 77) = Ane =. 
poe + (80) ae. 
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The maximum power loss and the ARE 

25.12 Although the ARE of tests essentially reflects their power properties in the 
neighbourhood of 6, it does have some implications for the asymptotic power function 
as a whole, at least for the case m = 1, to which we now confine ourselves. 

The power function P,(6) of a one-sided test is G{u,(6)}, where u,(6), given at 
(25.14), is asymptotically equal, under regularity conditions (25.18), to 


1, (0) = 19 (0-0,) 2a (25.53) 


when m, = 1. Thus ,(6) is sennpnclisly linear in 6. If we write R; = E;(8o)/Dio 
as at (25.16), we may write the difference between two such power functions as 


d(0) = Px(6)—P,(0) = G{(0—6,)Rx— A} e{o- 0) RR Ah (25.54) 


where we assume R, > R, without loss of generality. Consider the behaviour of 
d(6) as a function of 6. When @ = 6, d = 0, and again as 6 tends to infinity P, and P, 
both tend to 1 and d to zero. The maximum value of d(6) depends only on the ratio 
R,/R,, for although R, appears in the right-hand side of (25.54) it is always the coeffi- 
cient of (9-6), which is being varied from 0 to 00, so that R,(9—6,) also goes from 
0 to co whatever the value of R,. We therefore write A = R,(8—6) in (25.54), 
obtaining 


d(A) = G{A-2}-G{ ARIA h, (25.55) 
2 
The first derivative of (25.55) with respect to A is 
P(A) = g(A—aj— ey (a2 
(A) = g{A~A)— Fie {ABE}, 
and if this is equated to zero, we have 


mfp et (A- aya (AF 2, y} 


= exp{-24#(1- Fi) +4.4(1-2'), (25.56) 
(25.56) is a quadratic equation in A, whose only positive root is 
R 4 
14 
Jats B42 oR log Xz 
1} OR 
Ke Ry (25.57) 


This is the value at which (25.55) is maximized. Consider, for example, the case 
a = 0:05(A, = 1:645) and R,/R, = 0-5. (25.57) gives 
Ag DOPE OOD 288, 
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(25.55) then gives, using tables of the normal d.f., 

P, = G{2-85—1-64} = G{1-21} = 0-89, 

P, = G{1-42—1-64} = G{—0-22} = 0-41. 
D.R. Cox and Stuart (1955) gave values of P, and P, at the point of maximum difference, 
obtained by the graphical equivalent of the above method, for a range of values of 
azand R,/R,. Their table is reproduced below, our worked example above being one 
of the entries. 


Asymptotic powers of tests at the point of greatest difference 
(D. R. Cox and Stuart, 1955) 


[ 0-10 | 0-05 0-01 , 0001: 
| ! 


Bom | PB ) ae ae 


(Decimal points are omitted.) 


It will be seen from the table that as « decreases for fixed R,/R,, the maximum differ- 
ence between the asymptotic power functions increases steadily—it can, in fact, be 
made as near to 1 as desired by taking « small enough. Similarly, for fixed «, the 
maximum difference increases steadily as R,/R, falls. 

The practical consequence of the table is that if R,/R, is 0-9 or more, the loss of 
power along the whole course of the asymptotic power function will not exceed 0-08 
for « = 0:05, 0-11 for « = 0-01, and 0-13 for « = 0-001, the most commonly used 
test sizes. Since R,/R, is, from (25.36), the ratio of first derivatives of the power 
functions, we have from (25.37) that (R,/R,)”? = A;,, where 6 is commonly }, and 
thus the ARE needs to be (0-9)’ for the statements above to be true. 


ARE and estimating efficiency 

25.13 There is a simple connexion between the ARE and estimating efficiency. 
If we have two consistent test statistics t; as before, we define functions f,, independent 
of m, such that the statistics 


T; = fit) (25.58) 
are consistent estimators of 6. If we write 
6 = fit), (25.59) 


it follows from (25.58) that since T;—> @ in probability, t; > t; and E(t,) if it exists 
also tends to t;. Expanding (25.58) by Taylor’s theorem about t;, we have, using 
(25.59), 


T, = 6+(t,-1,) (ee)... (25.60) 
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where #, intermediate in value between ¢, and 1,, tends to t, as m increases. Thus 


(25.60) may be written 
0 
7-0~ (or) Bay] 


var T, ~ var, / (70) (25.61) 


If 26 is the order of magnitude in n of the variances of the 7;, the estimating efficiency 
of T, compared to T, is, by (17.65) and (25.61), 
. varT,\¥ _ [ {dE (t,)/00}*/var t,]/ 
Bee ze : [ae yyay year | Poste) 
At 9, (25.62) is precisely equal to the ARE (25.27) when m, = 1. Thus the ARE 
essentially gives the relative estimating efficiencies of transformations of the test statis- 
tics which are consistent estimators of the parameter concerned. But this corre- 
spondence is essentially a local one: in 22.15 we saw that the connexion between 
estimating efficiency and power is not strong in general. 


whence 


Example 25.5 


The result we have just obtained explains the fact, noted in Example 25.2, that 
the ARE of the sample median, compared to the sample mean, in testing the mean of 
a normal distribution has exactly the same value as its cstimating efficiency for that 
parameter. 


Non-normal cases 


25.14 From 25.5 onwards, we have confined ourselves to the case of asymptoti- 
cally normally distributed test statistics. However, examination of 25.5-7 will show 
that in deriving the ARE we made no specific use of the normality assumption. We 
were concerned to establish the conditions under which the arguments u; of the power 
functions G{u,} in (25.19) would be equal against the sequence of alternatives (25.17). 
G played no role in the discussion other than of ensuring that the asymptotic power 
functions were of the same form, and we need only require that G is a regularly be- 
haved d.f. 

It follows that if two tests have asymptotic power functions of any two-parameter 
form G, only one of whose parameters is a function of 0, the results of 25.5-7 will hold, 
for (25.17) will fix this parameter and u;, in (25.19) then determines the other. Given 
the form G, the critical region for one-tailed tests can always be put in the form (25.12), 
where A, is more generally interpreted as the multiple of Dj» required to make (25.12) 
a size-« critical region. 


25.15 The only important limiting distributions other than the normal are the 
non-central y? distributions whose properties were discussed in 24.4-5. Suppose that 
for the hypothesis H,:0 = 0, we have two test statistics ¢; with such distributions, 
the degrees of freedom being », (independent of @) and the non-central parameters 
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4, (8), where 4,(@o) = 0, so that the z? distributions are central when H, holds. We 
have (cf. Exercise 24.1) 
Ey = eed 


Diy = 2%, 
All the results of 25.5-6 for one-sided tests therefore hold for the comparison of 
test statistics distributed in the non-central y* form (central when H, holds) with 
degrees of freedom independent of @. In particular, when 6, = 6, = dand m, = m, = m, 

(25.63) substituted into (25.27) . 

me 2 (0a) ayo 
* = Le Ag (8 0)/>t 

A different derivation of this result is given by Hannan (1956). 


(25.63) 


(25.64) 


Other measures of test efficiency 

25.16 Although in later chapters we shall use only the relative efficiency and the 
ARE as measures of test efficiency, we conclude this chapter by discussing two alter- 
native methods which have been proposed. 

Walsh (1946) proposed the comparison of two tests for fixed size « by a measure 
which takes into account the performance of the tests for all alternative hypothesis 
values of the parameter 6. If the tests t, are based on sample sizes m, and have power 
functions P;(6,2,), the efficiency of t, compared to ¢, is n,/n, = €,, where 


J U@n)-Ps@,m)]a0 = 0. (25.65) 


Thus, given one of the sample sizes (say, m,), we choose 7, so that the algebraic sum of 
the areas between the power functions is zero, and measure efficiency by 2,/n,. 

This measure removes the effect of @ from the table of triple entry required to 
compare two power functions, and does so in a reasonable way. However, é, is still 
a function of « and, more important, of n,. Moreover, the calculation of ,/n, so that 
(25.65) is satisfied is inevitably tedious and probably accounts for the fact that this 
measure has rarely been used. As an asymptotic measure, however, it is equivalent 
to the use of the ARE, at least for asymptotically normally distributed test statistics 
with m, = 1 in (25.15). For we then have, as in 25.12, 


P,(6,n,) = G{ (0-0) Ri— Aa}, 
where R, = E;(6o)/Djo as at (25.16), and (25.65) then becomes 


[G{(6-90) Ri —Au}— GF { (0-0) Rs— Az} ] dO = 0. (25.66) 
Clearly, (25.66) holds asymptotically only when R, = Ry, or, from (25.16), 


Ria (my a1 
Ry ¢2\ty, 


whence 


exactly as at (25.27) with m = 1. 
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25.17 Finally, we summarize a quite different approach to the problem of measur- 
ing asymptotic efficiency for tests, due to Chernoff (1952). Fora variate x with moment- 
generating function M,(t) = E(e*), we define 

m(a) = inf M,_,(t), (25.67) 
t 


the absolute minimum value of the m.g.f. of (x—a). If E(x|H,) = u; for simple 
hypotheses Ho, H,, we further define 

p= inf max{mo(a),m,(a)}, (25.68) 

MeSOSmy 

where the suffix to m, defined at (25.67), indicates the hypothesis. For a one-sided 
test of H, against H, based on a sum of n identically distributed x,, with size « and 
power 1— 8, Chernoff shows that if any linear function /(«,8) of the probabilities of 
error « and # is minimized, its minimum value behaves as n —> oo like p", where p is 
defined by (25.68). Consider two such tests t;, based on samples of size n,. If they 
have equal minima for /(«,8), we therefore have 


lim 2 = 1 
me 
or 


lin *2 = 18s (25.69) 
nz «10 p; 
Thus the right-hand side of (25.69) is a measure of the asymptotic efficiency of t, 
compared to #,. Its use is restricted to test statistics based on sums of independent 
observations, and the computation required may be considerable. 


EXERCISES 


25.1 The Sign Test for the hypothesis H, that a population median takes a specified 
value 94 consists of counting the number of sample observations exceeding 9, and rejecting 
Hy when this number is too large. Show that for a normal population this test has 
ARE 2/2 compared to the “ Student’s ” t-test for H», and connect this with the result 


of Example 25.2. 
(Cochran, 1937) 


25.2 Generalizing the result of Exercise 25.1, show that for any continuous frequency 
function f with variance o*, the ARE of the Sign Test compared to the f-test is 


40*{f(B0)}?. 
(Pitman, 1948) 


25.3. The difference between the means of two normal populations with equal vari- 
ances is tested from two independent samples by comparing every observation 3; 
in the second sample with every observation x; in the first sample, and counting the 
number of times a yj exceeds an x;. Show that the ARE of this S-test compared to the 
two-sample “ Student’s”” t-test is 3/z. 

(Pitman, 1948) 
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25.4 Generalizing Exercise 25.3, show that if any two continuous frequency functions 
F(x), f(x—9), differ only by a location parameter @, and have variance o*, the ARE of the 
S-test compared to the t-test is 


r20t{ ["_(yeorar}’ 


25.5 fx is normally distributed with mean 4; and variance o}, given Hi(i = 0, 1; 
He < #,), show that (25.68) has the value 


p = exp{—3[(41—H0)/(o1 +50) }* }. 


(Pitman, 1948) 


(Chernoff, 1952) 


25.6 If x/o? has a chi-squared distribution with r degrees of freedom, given 
HiGi = 0, 1; 03/07 = t < 1), show that p in (25.68) satisfies 


logp = —3r(6—1—logé) 
6 = (logt)/(r—1). 


where 
(Chernoff, 1952) 


25.7 t, and ft, are unbiassed estimators of 6, jointly normally distributed in large 
samples with variances o°, o°/e respectively (0 < e < 1). Using the results of 16.23 
and 17.29, show that 

E(t, |ts) = 6(1—e)+tse, 
and hence that if t, is observed to differ from 6 by a multiple d of its standard deviation, 
we expect tf, to differ from @ by a multiple de} of its standard deviation. 
(D. R. Cox, 1956) 


25.8 Using Exercise 25.7, show that if t, is used to test Hy: 9 = 9, we may calculate 
the “expected result ” of a test based on the more efficient statistic t;. In particular, 
show that if a one-tail test of size 0-01, using t,, rejects H», we should expect a one-tail 
test of size 0-05, using t,, to do so if e > 0-50; while if an “‘ equal-tails ” size-0-01 test 
on t; rejects Ho, we should expect an “‘ equal-tails ” size-0-05 test on t, to do so if e > 0-58. 


CHAPTER 26 


STATISTICAL RELATIONSHIP: 
LINEAR REGRESSION AND CORRELATION 


26.1 For this and the next three chapters we shall be concerned with one or another 
aspect of the relationships between two or more variables. We have already, at various 
points in our exposition, discussed bivariate and multivariate distributions, their 
moments and cumulants ; in particular, we have discussed the properties of bivariate 
and multivariate normal distributions. However, a systematic discussion of the rela- 
tionships between variables was deferred until the theory of estimation and testing 
hypotheses had been explored. Even in this group of four chapters, we shall not be 
able to address ourselves to the whole problem, the more complicated distributional 
problems of three or more variables being deferred until we discuss Multivariate 
Analysis in Volume 3. 


26.2 Even so, the area which we are about to study is a very large one, and it will 
be helpful if we begin by reviewing it in a general way. 

Most of our work stems from an interest in the joint distribution of a pair of random 
variables: we may describe this as the problem of statistical relationship. There is 
a quite distinct field of interest concerning relationships of a strictly functional kind 
between variables, such as those of classical physics ; this subject is of statistical interest 
because the functionally related variables are subject to observational or instrumental 
errors. We call this the problem of functional relationship, and discuss it in Chapter 29 
below. Before we reach that chapter, we shall be concerned with the problem of 
statistical relationship alone, where the variables are not (except in degenerate cases) 
functionally related, although they may also be subject to observational or instrumental 
errors; we regard them simply as members of a distributional complex. 


26.3. Within the field of statistical relationship there is a further useful distinc- 
tion to be made. We may be interested either in the interdependence between a number 
(not necessarily all) of our variables or in the dependence of one or more variables upon 
others. For example, we may be interested in whether there is a relationship between 
length of arm and length of leg in men ; put this way, it is a problem of interdependence. 
But if we are interested in using leg-length measurements to convey information about 
arm-length, we are considering the dependence of the latter upon the former. This 
is a case in which either interdependence or dependence may be of interest. On the 
other hand, there are situations when only dependence if of interest. The relationship 
of crop-yields and rainfall is an example in which non-statistical considerations make 
it clear that there is an essential asymmetry in the situation: we say, loosely, that 
rainfall ‘‘ causes” crop-yield to vary, and we are quite certain that crops do not affect 
the rainfall, so we measure the dependence of yield upon rainfall. 
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There is no clear-cut distinction in statistical terminology for the techniques appro- 
priate to these essentially different types of problem. For example, we shall see in 
Chapter 27 that if we are interested in the interdependence of two variables with the 
effects of other variables eliminated, we use the method called “ partial correlation,” 
while if we are interested in the dependence of a single variable upon a group of others, 
we use “ multiple correlation.” Nevertheless, it is true in the main that the study 
of interdependence leads to the theory of correlation dealt with in Chapters 26-27, while 
the study of dependence leads to the theory of regression discussed in these chapters 
and in Chapter 28. 


26.4 Before proceeding to the exposition of the theory of correlation (largely 
developed around the beginning of this century by Karl Pearson and by Yule), which 
will occupy most of this chapter, we make one final general point. A statistical rela- 
tionship, however strong and however suggestive, can never establish a causal connexion : 
our ideas on causation must come from outside statistics, ultimately from some theory 
or other. Even in the simple example of crop-yield and rainfall discussed in 26.3, we 
had no statistical reason for dismissing the idea of dependence of rainfall upon crop- 
yield: the dismissal is based on quite different considerations. Even if rainfall and 
crop-yields were in perfect functional correspondence, we should not dream of reversing 
the ‘ obvious ” causal connexion. We need not enter into the philosophical implica- 
tions of this; for our purposes, we need only reiterate that statistical relationship, of 
whatever kind, cannot logically imply causation. 

G. B. Shaw made this point brilliantly in his Preface to The Doctor's Dilemma 
(1906): “ Even trained statisticians often fail to appreciate the extent to which statistics 
are vitiated by the unrecorded assumptions of their interpreters ... It is easy to 
prove that the wearing of tall hats and the carrying of umbrellas enlarges the chest, 
prolongs life, and confers comparative immunity from disease. ... A university 
degree, a daily bath, the owning of thirty pairs of trousers, a knowledge of Wagner’s 
music, a pew in church, anything, in short, that implies more means and better nur- 
ture . . . can be statistically palmed off as a magic-spell conferring all sorts of privi- 
leges. .. . The mathematician whose correlations would fill a Newton with 
admiration, may, in collecting and accepting data and drawing conclusions from them, 
fall into quite crude errors by just such popular oversights as I have been describing.” 

Although Shaw was on this occasion supporting a characteristically doubtful cause, 
his logic was valid. In the first flush of enthusiasm for correlation techniques, it was 
easy for early followers of Karl Pearson and Yule to be incautious. It was not until 
twenty years after Shaw wrote that Yule (1926) frightened statisticians by adducing 
cases of very high correlations which were obviously not causal : e.g. the annual suicide 
rate was highly correlated with the membership of the Church of England. Most of 
these “‘ nonsense ” correlations operate through concomitant variation in time, and they 
had the salutary effect of bringing home to the statistician that causation cannot be 
deduced from any observed co-variation, however close. Now, more than thirty years 
later, the reaction has perhaps gone too far: correlation analysis is very unfashionable 
among statisticians. Yet there are large fields of application (the social sciences and 
psychology, for example) where patterns of causation are not yet sufficiently well 
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understood for correlation analysis to be replaced by more specifically ‘‘ structural" 
statistical methods, and also large areas of multivariate analysis where the computations 
what is in effect a matrix of correlation coefficients is a necessary prelude to the detailed 
statistical analysis ; on both these accounts, some study of the subject is necessary. 


26.5 In Chapter 1 (Tables 1.15, 1.23 and 1.24) we gave a few examples of bivariate 
distributions arising in practice. Tables 26.1 and 26.2 give two further examples which 
will be used for illustrative purposes. . 


Table 26.1—Distribution of weight and stature for 4,995 women in Great Britain, 195! 
Reproduced, by permission, from Women’s Measurements and Sizes, London, H.M.S.O., 1957 


Weight (y): « 


central values Stature (x): central values of groups in inches 
of groups, 

in pounds 54 56 58 60 62 64 66 68 70 72 74 Tota. 
278-5 1 | 1 
272:5 : - 
266-5 1 ! 1 
2605 1 1 
2545 | - 
248-5 1 1 2 
242:5 1 1 
236-5 1 1 
230-5 | 2 1 3 
224-5 1 2 1 | 4 
218-5: 1 2 1 1 | 5 
2125 | 2 1 6 1 $1 11 
206-5 | 2 2 3 2 1 10 
200-5 4 2 6 2 14 
1945 |! 1 3 v4 7 4 $1 \ 23 
188-5 | 1 5 14 8 12 3 1 #2 ‘ 46 
182-5 | 1 7 12 26 9 5 1 2 63 
176-5 5 8 18 21 #15 #11 #7 2 | 87 
170-5 | 2 11 17 4 #2 13° 3 «#1 112 
164-5, 1 3 12 35 48 30 15 5 3 { 152 
158-5 8 17 52 42 36 21 9 185 
152-5 1 7 30 81 71 #58 %21 #2 2 | 273 
146-5; 2 #13 «36 76 91 #82 36 8 1 1 345 
140-5 1 6 S5 101 138 89 SO 8 48 
1345 15 64 95 175 122 45 5 521 
128-5 1 19 73 155 207 101 25 3 584 
122-5 3 34 #91 168 200 81 #12 1 «1 591 
165 3 24 108 184 184 50 8 561 
110-5! 5 33 119 165 124 22 4 , 472 
10455, 1 3 33 87 95 35 6 ' 260 
98-5 2 5 29 59 45 16 3 ; 159 
92-5 6 10 21 9 46 
86-5 1 5 3 | 9 
80-5 21 1 | 4 
Total 5 33 254 813 1340 1454 750 275 56 11 4 4995 
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Table 26.2—Distribution of bust girth and stature for 4,995 women in Great Britain, 1951 
Data from same source as those of Table 26.1 


ccna vlc Stature (x): central values of groups, in inches | Toran 
in inches 54 56 «S860 62 64 66 68 70 72 74 
1 
56 1 1 
54 1 2 3 
52 1 3 4 1 1 ; 10 
50 1 3 5 4 1 ! 14 
48 1 3.09 7 6 3 1 ! 30 
46 4 il 17 17. 7 1 : 57 
44 2 11 26 50 45 17 10 1 162 
42 | 2 11 42 85 73 #31412 3 #2 261 
40 2 20 7 132 #131 71 #31 9 4 3 479 
38 2 36 98 158 203 126 65 17 3 1 | 709 
36 6 48 188 317 410 263 89 15 1 ' 1337 
34 1 9 67 210 376 427 19% 59 8 1353 
32 3. 5 #39 131 163 122 31 8 1 1 504 
30 1 4 #11 18 25 10 2 71 
28 H 2 1 1 4 
Tota; 5 33 254 813 1340 1454 750 275 56 11 4 | 4995 


For the moment, we treat these data as populations, leaving aside the question of 
sampling until later in the chapter. 

Just as, for univariate distributions, we constructed summarizing constants such as 
the mean, variance, etc., we should like to summarize the relationship between the 
variables, and in particular their interdependence. Summarizing constants for a 
bivariate distribution arise naturally from the following considerations. 

We call the two variables x, y. For any given value of x, say X, the distribution 
of y is called a y-array. The y-array is, of course, the conditional distribution of y 
given that x = X. This conditional distribution has a mean which we write 


Ix = E(y|X), (26.1) 
which will be a function of X, and vary with it. Similarly, by considering the x-array 
for y = Y, we have 

dy = E(z| Y). (26.2) 


(26.1) and (26.2) are called the regression curves (or, more shortly, the regressions) of 
y on x and of x on y respectively. 

Although we have done so here for explicitness, we shall not use a capital letter to 
denote the variable being held constant where the context makes the notationE (y| x), 
E(x|y) clear. 

Figs. 26.1 and 26.2 show, for the data of Tables 26.1 and 26.2, the means of y-arrays 
(marked by crosses) and of x-arrays (marked by circles). Lines CC’ and RR’ have 
been drawn to fit the array-means as closely as possible for straight lines, in the sense 
of Least Squares—cf. 26.8. These diagrams summarize the properties of a bivari- 
ate distribution in the same way that a mean summarizes a univariate distribution. 


: 
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C4 


3 


Se 68 73 76 


Fig. 26.1—Regressions for data of Table 26.1 


° R' 


Bust girth (inches), y 


Fig. 26.2—Regressions for data of Table 26.2 
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Since these are grouped data, the only arrays for which we have information are those 
corresponding to the grouped values of x and y. Conventionally, the y-arrays are 
taken to refer to the central value of the x-group within which they are observed, and 
similarly for the x-arrays. 

We shall study regression in its own right in Chapter 28—here we are using the 
ideas of linear regression mainly as an introduction to a measure of interdependence, 
the coefficient of (product-moment) correlation, though we shall also take the oppor- 
tunity to complete our study of the bivariate normal distribution from the standpoint 
of regression and correlation. 


Covariance and regression 

26.6 It is natural to consider using as the basis of a measure of dependence the 
product-moment 42, ;, which we have encountered several times already in earlier chapters. 
411 Which is known as the covariance of x and y, is defined for a discrete population by 


fu =. 
t 


E(-m,) (¥- Hy) /n = Bay/n—Heltn (26.3) 


where n is the number of pairs of values x, y, and y,, “y are the means of x, y. For 
a continuous population defined by 


aF (x,y) = f (x,y) dx dy, (26.4) 
the corresponding expression is (cf. 3.27) 


ar = [ { (#1) (y-m) dF 9) 


= E{(x—4,)(y—m,)} = E(xy)— E(x) E(y). (26.5) 
If the variates x, y are independent, 
Au = "n= 0, (26.6) 


as we saw in Example 12.7. By that Example, too, the converse is not generally true : 
(26.6) does not generally imply independence, which requires 

kr = 0 for all rx s # 0. (26.7) 
For a bivariate normal distribution, however, we know that «,, = 0 for all r+s > 2, 
so that «,, is the only non-zero product-cumulant. Thus (26.6) implies (26.7) and 
independence for normal variables. It may also do so for other specified distributions, 
but it does not in general do so, Example 26.1 gives a non-normal distribution for 
which «,, = 0 implies independence ; Example 26.2 gives one where it does not. 


Example 26.1 


If x and y are bivariate normally distributed standardized variables, the joint charac- 
teristic function of x? and y? is 


$(t,u) = satizans | JO? {-zazpy tl -20 —p*)it}-—2pxy 


+y*{1-2(1—p%)iu}] }aeay. 
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The integral is, by Exercise 1.5, equal to 


1-2(1—p*)it p -+ 
x 2(1—p*) 
p 1-2(1—p?)iu 
so that 
$(t,u) = (1—p%)[{1-2(1—p%)ét}{1-2(1-p2)éu}—pt]4 
= [(1-2i2)(1-2iu)+4p%eu]-+. 
We see that 


$(t,0) = (1-284)-4, 
$(0,u) = (1—2iu)-, 
so that the marginal distributions are chi-squares with one degree of freedom, as we 
know. By differentiating the logarithm of ¢(t,u) we find 
one FCnte | = 93 
pS a hess can 
Now when p = 0, we see that 
$(t,u) = $(t,0)4(0, 4), 
a necessary and sufficient condition for independence of x* and y? by 4.16-17. Thus 
/411 = 0 implies independence in this case. 


Example 26.2 


Consider a bivariate distribution with uniform probability over a unit circle centred 
at the means of x and y. We have 


dF (x,y) = dxdy/xn, O< x#+y'* <1, 
whence 


ha * [f=var ss 2 { syaedy 
-2folfrala 


1 coal a 
=-| x], =0, 
= [3 | aed 


as is otherwise obvious. But clearly x and y are not independent, since the range of 
variation of each depends on the value of the other. 


Linear regression 
26.7 If the regression of x on y, defined at (26.2), is exactly linear, we have the 
equation 
E(x|y) = a1 +Biy, (26.8) 
in which we now determine «, and £,. Taking expectations on both sides of (26.8) 
with respect to x, we find 


Me = 01+ Bite (26.9) 
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If we subtract (26.9) from (26.8), multiply both sides by (y—y,) and take expectations 
again, we fin 
E{(*—yz)(y—Hs)} = Bi E{(y—H)*}, 


or 

By = Has /03, (26.10) 
where o3 is the variance of y. Similarly, we obtain from (26.1) 

Bs = hu: /of (26.11) 


for the coefficient in an exactly linear regression of y on x. (26.10) and (26.11) define 
the (linear) regression coefficients(*) of x on y (B,) and of y on x (8). Using (26.8), 
(26.9) and (26.10), we have 

E(x|¥)—He = B1(¥—Hy) (26.12) 
and similarly 

E(y|*)—by = Bs(e—H2)- (26.13) 
(26.12) and (26.13) are the linear regression equations. 

We have already encountered a case of exact linear regressions in our discussion 

of the bivariate normal distribution in 16.23 


Example 26.3 
The regressions of x* and y? on each other in Example 26.1 are strictly linear. For, 
from 16.23, putting o, = o, = 1 in (16.46), we have 
E(=|¥) = py, 
var (x|y) = 1—p%, 
Thus 
E(x] y) = var(x|y)+ {Ely ¥ 
= 1—pt+ pty, 
To each value of y* there correspond values +-y and —y which occur with equal prob- 
ability. Thus, since E(x*|y) is a function of y* only, 
E(x*| 9°) = 4{E(3*]y) + E(x*|-9)} = E(e*ly) = 1-p* +089, 
which we may rewrite, in the form (26.12), 
E(x*|9°)—1 = p*(y*#—-1), 
and the regression of y? on x? is strictly linear. Similarly 
E(y*| x*)—1 = p*(x*—1). 
Since we saw in Example 26.1 that 4,, = 2p%, and we know that the variances = 2, 
since these are chi-squared distributions with one degree of freedom, we may confirm 
from (26.10) and (26.11) that p? is the regression coefficient in each of the linear regres- 
sion equations. 


() The notation £,, 8, is unconnected with the symbolism for skewness and kurtosis in 
3.31-2; they are unlikely to be confused, since they arise in different contexts. 
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Example 26.4 
In Example 26.2 it is easily seen that E(x|y) = E(y|x) = 0, so that we have 
linear regressions here, too, the coefficients being zero. 


Example 26.5 

Consider the variables x and y*? in Example 26.3. We saw there that the regression 
of y* is linear on x*, with coefficient p’, and it is therefore not linear on x when p # 0. 
However, since E(x|y) = py we have 


E(x|y*) = 4{E(@|y)+ E@I—-y)} = 9, 
so that the regression of x on y? is linear with regression coefficient zero. 


Approximate linear regression: Least Squares 

26.8 Examples 26.3-5 give instances where one or both regressions are exactly 
linear. When the population is an observed and not a theoretical one, however (and 
a fortiori when we have to take sampling fluctuation into account), it is very rare to 
find an exactly linear regression. Nevertheless, as in Fig. 26.1, the regression may be 
near enough to the linear form for us to wish to use a linear regression as an approxima- 
tion. We are therefore led to the problem of “ fitting ” a straight line to the regression 
curve of y on x. 

When there are no sampling considerations involved, the choice of a method of 
fitting is essentially arbitrary, in exactly the same way that, from the point of view of 
the description of data, the choice between mean and median as a measure of location 
is arbitrary. If we are fitting the regression of y on x, it is clearly desirable that in 
some sense the deviations of the points (y, x) from the fitted line should be small if 
the line is to represent them adequately. We might consider choosing the line to mini- 
mize the sum of the absolute deviations of the points from the line, but this gives rise 
to the usual mathematical difficulties accompanying an expression involving a modulus 
sign. Just as these difficulties lead us to prefer the standard deviation to the mean 
deviation as a measure of dispersion, they lead us here to propose that the sum of squares 
of the deviations of the points should be minimized. 

We have still to determine how the deviations are to be taken: in the y-direction, 
the x-direction, or as ‘“ normal” deviations obtained by dropping a perpendicular 
from each point to the line. As we are considering the dependence of yy on x, it seems 
natural to minimize the sum of squared deviations in the y-direction. Thus we are 
led back to the Method of Least Squares: we choose the “ best-fitting ” regression 
line of y on x, 

y = a+ Bex, (26.14) 


so that the sum of squared deviations of the » observations from the fitted regression 
line, i.e. 


S= z {9:— (2+ Bex)? (26.15) 


is minimized. The problem is to determine «, and f,. We have already considered 
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a much more general form of this problem in 19.4. In the matrix notation we used 
there, (26.14) is 
= (lix) (% 
y = (tix) (5) 
(mx) (ax2) (2x1) 


where 1 is a (#x 1) vector of units. The solution is, from (19.12), 
(ft) = (iy dip} diayy 
_ fn Zx\- (Ly 
Ade Lat Ixy, 
a. tte gees 
~ nixt—-(Zx)\ nIxy-Isxty | 
_nixy-hxty _ pn 


py = ee 


nixt—(Zx)? oj?’ 
just as at (26.11) for the case of exact linearity of regression ; while 
_ UxtLy-Exlxy 
#9 pEata(aayr 7 Me Bette 
the equivalent of (26.9). Thus (26.14) becomes 


¥—Hy = Ba(x—p,), 


Thus 


the analogue of (26.13). 

We have thus reached the conclusion that the calculation of an approximate regres- 
sion line by the Method of Least Squares gives results which are the same as the correct 
ones in the case of exact linearity of regression. 


The correlation coefficient 

26.9 In view of the result of 26.8, we now make our discussion cover the general 
case where regression is not exactly linear. The linear regression coefficients, (26.10) 
and (26.11), are generally the coefficients in approximate regression lines, though on 
occasions these lines may be exact. 

We now define the product-moment correlation coefficient p by 


P= Hir/(o1%), (26.16) 
whence, from (26.10), (26.11) and (26.16), 
p? = Bi Bs. (26.17) 


p is a symmetric function of x and y, as any coefficient of interdependence should be. 
Since it is a homogeneous function of moments about the means, it is invariant under 
changes of origin and scale. has the same sign as f, and f,, since all three have 1; 
as numerator and a positive denominator ; when 4,, = 0, p = 0. From (26.17) we 
see that |p| is the geometric mean of | £,| and | A]. 
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By the Cauchy-Schwarz inequality 


w= {[fe-mdo-mnar} < {ff e-marar}{ [{ o-mprar} = ofot 


so that 
0<-p <1, (26.18) 


the upper equality in (26.18) holding (cf. 2.7) if and only if (x—y,) and (y—#,) are 
strictly proportional, i.e. x and y are in strict linear functional relationship. Essen- 
tially, therefore, p is the covariance ,, divided by a factor which ensures that p will 
lie in the interval (—1, +1). 

It may easily be shown that the angle between the two regression lines (26.12) and 


(26.13) is 
ee { 21, (-—-)}, (26.19) 


so that as p varies over its range from —1 to +1, @ increases steadily from 0 to its 
maximum of 42 when p = 0, and then decreases steadily to 0 again. Thus, if and only 
if x and y are in strict linear functional relationship, the two regression lines coincide 
(p? = 1). If and only if p = 0, when x and y are said to be uncorrelated, the regression 
lines are at right angles to each other. 

It may be shown that 


p® = var (a, +f_x)/o3 = var(a,+A1y)/o}, (26.20) 


where “ var” here means simply the calculated variance. The proof of (26.20) is left 
to the reader as Exercise 26.13. 


p as a coefficient of interdependence 

26.10 From 26.6 and Example 26.2 we see that while independence of x and ¥ 
implies 41, = p = 0, the converse does not generally apply. It does apply for jointly 
normal variables, and sometimes for others (Example 26.1). In this lies the difficulty 
of interpreting p as a coefficient of interdependence in general. In fact, we have seen 
that p is essentially a coefficient of linear interdependence, and more complex forms 
of interdependence lie outside its vocabulary. In general, the problem of joint varia- 
tion is too complex to be comprehended in a single coefficient. 

To express a quality, moreover, is not the same as to measure it. If p = 0 implies 
independence, we know from 26.9 that as |p| increases, the interdependence also 
increases until when |p| = 1 we have the limiting case of linear functional relation- 
ship. Even so, it remains an open question which function of p should be used as a 
measure of interdependence : we see from (26.20) that p? is more directly interpretable 
than p itself, being the ratio of the variance of the fitted line to the overall variance. 
Leaving this point aside, p gives us a measure in such cases, though there may be better 
measures. On the other hand, if p = 0 does not imply independence, it is difficult to 
interpret p as a measure of interdependence, and perhaps wiser to use it as an indicator 
rather than as a precise measure. In practical work, we would recommend the use 
of p as a measure of interdependence only in cases of normal or near-normal variation. 
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Computation of coefficients 

26.11 From the definitions at (26.10), (26.11) and (26.16) we see that the linear 
regression coefficients and the correlation coefficient require for their computation the 
two variances and the covariance 4,;. The calculation of variances was discussed in 
2.19 and Example 2.7. The covariance is calculated similarly, using the identity stated 
in (26.3), 


nn n 
fu = 2 (*:— 42) (¥i—Hy)/2 = 2 XiYi/— He My 


= Sant (S2)(En)/ 


For convenience, we often take arbitrary origins a, b, for x and y respectively. Then 
Bar = B(%—a)(y—b)/n— {2 (xa) }{E(y—b)}/n* (26.21) 


identically in a and 6. In other words, ,, is invariant under changes of origin, as it 
must be since it is a product-moment about the means. (26.21) holds if we put 
(x—a@) = (y—4), when it reduces to (2.21) for the calculation of variances. We usually 
also find it convenient to take an arbitrary unit u, for x and another arbitrary unit u, 
for y. It is easy to see that the effect of this is to divide u,, by u,u,, o? by ui, and 
o3 by «3. Thus £, is multiplied by a factor u,/u,, B, by a factor u,/u,, and p is quite 
unaffected by a change of scales. 

To summarize, 1, 02 and of are invariant under changes of origin, so f;, Bz and p 
are. If different arbitrary scale factors are introduced, for computational purposes, 
B, and f, require adjustment by the appropriate ratio ; if the same scale factor is used 
for each variable, 8, and f, are unaffected. p is unaffected by any scale change. 


Example 26.6. Computation of coefficients for grouped data 

For grouped data, such as those in Table 26.1, we choose the group-width of each 
variable as the working unit for that variable (if the groups of a variable are of unequal 
width, we usually take the smallest group width). We also choose a working origin 
for each variable somewhere near the mean, estimated by eye. Thus we take the 
x-origin in Table 26.1 at 64, the centre of the modal frequency-group, the marginal 
distribution of x being near symmetry ; the y-origin is placed at 134-5, since the mean 
is likely to lie appreciably above the modal frequency group (122-5) for a very skew 
distribution like the marginal distribution of y. The group widths (2 and 6) are taken 
as working units. The sum of products, Zxy, is calculated by multiplying each 
frequency in turn by its “co-ordinates” in the table in the arbitrary units. Thus 
the extreme “south-eastern” entry in the table, the frequency 4, for which x = 68, 
y = 110-5, is multiplied by (+2)(—4) = —8, contributing —32 to the sum. We 
find 

Ze = —2,353, Zy = —1,400, 


2x? = 9,508, Zy* = 70,802, 
Ixy = +8,805, 
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giving 


He = — jog 2+ 64 = 63:06, 
wy = — FO .64+ 1345 = 13282, 
aus zee (4558) }* 2? = 6-73, 
iim Too (4995) = 507-46, 
eke aus (~g958) (~aoes) p*2%6 = +1957, 
whence 


p= £1. = 0-335, 
O19 

Bi = #11/03 = 0-0386, 

Bs = 1/07 = 2-909. 


The (approximate) linear regression equations are: 


xony: x—63-06 = 0-0386 (y— 132-82) or 
x = 0-0386y + 57-92, 
yons: y— 132-82 = 2-909 (x— 63-06) or 


y = 2-909x—50-65. 
These lines are drawn in on Fig. 26.1 (page 282). 


Example 26.7. Computation of coefficients for ungrouped data 
Table 26.3 shows the yields of wheat and of potatoes in 48 counties of England 
in 1936. For ungrouped data such as these, it is rarely worth taking an arbitrary 
origin and unit for calculations. Using the natural origins and units, we find 
Xx= 758-0, a, = 15-792, By = 441/03 = 0-612, 
Sy= 291-1, wy = 6-065, Bs = 41:/o7 = 0-078, 
Dx? = 12,170-48, of = 4174,  p = wy /(o103) = 0-219. 
Ly? = 1,791-03, of = 0-534, 
Zxy = 4,612-64, wy, = 0-327, 
The (approximate) linear regression equations are therefore : 
Regression of x on y: x—15-792 = 0-612(y— 6-065) 
Regression of y on x: y— 6-065 = 0-078 (x— 15-792) 
The data and the regression lines are shown diagrammatically in Fig. 26.3, one point 
corresponding to each pair of values (x,y). A diagram such as this, on which all points 


W 
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Table 26.3—Yields of wheat and Potatoes in 48 counties in England in 1936 


oo as Sd es, i 


, West ; Fratee \ ' Wheat | Potatoes 
cwt =, (tons 1 (cwt (tons 
County | per acre) | per acre) | County _ per acre) | oa! acre) 
= 


bo | Jaan | 
' 

Bedfordshire .. .. .. 16-0 | ' Northamptonshire .. .. : 14:3 
Huntingdonshire .. .. 160 : ' Peterborough .. .. .. 14-4 
Cambridgeshire oe ee | 16-4 | ! Buckinghamshire .. ..| 15-2 
Ely me dn aio ZOOS | | Oxfordshire .. .. ..! 14-1 
Suffolk, “West 1201) 1. | 182 | Warwickshire .. .. .. | 15-4 
Suffolk, East .. .. «| 163 ! Shropshire .. .. .. | 16:5 
Essex .. ed ale! Saeed Mae AD Worcestershire oe ee y 14:2 
Hertfordshire 1. 1. .. | 15-3 | i Gloucestershire ie felt 13-2 
Middlesex... .. .. ..) 16°55 | j Wiltshire .. .. .. «2, 13:8 
Norfolk .. .. .. ..; 169 | 

Lines (Holiand) se we] 2158 


Herefordshire .. .. .. 14-4 
Somersetshire .. .. .. | 13-4 


» (Kesteven) .. ..) 15-5 Me oy wat} 12. | 

» (Lindsey) 15-8 | Devonshire .. .. ..; 14-4 
Yorkshire (east Riding) . ; 16-1 : Cornwall BS oe é 15-4 
Kent .. . - {| 18-5 Northumberland .. .. 18-5 
Surrey Ste, Be ee 1227: : Durham 16-4 | 


Sussex, Fast 1. |. | 15-7 
Sussex, West .. .. .. 14-3 


" Yorkshire (North Riding) | 17-0 
» _ (West Riding) 1 169 | 


UINUAADAM AEH AAAKNUNWIAAKRAUAAGU 
HON AUIAE SHARON UBDOAE OU AY 

9 

4 

a 
DUDIMNAMANKDMMAAMADMAAMM AWA AM 
OAAKUIDASHWHODAVNHUSUIBASEAS 


Berkshire .. .. .. ..' 138 ! | acetone me 175 5 
Hampshire ae ee eel F284 Locus ad -!' 15-8 | 
Isle of Wight -- +e! 120 Lancashire... 2. 2. ! 19-2 | 
Nottinghamshire .. ... 15-6 ‘Cheshire .. 1) 1) lls 17-7 | 
Leicestershire .. .. .. 15-8 | Derbyshire o» § 15:2 
Rutland .. .. .. ..' 166 , Staffordshire , 174 


peracre),y 
~ 


Potato yield (tons 
an 


a 


10 4 4 6° Uc] 20 22 
Wheat yield (cwt per acre), x 


Fig. 26.3—Data of Table 26.3, with regression lines 
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are plotted, is called a scatter diagram: its use is strongly recommended, since it con- 
veys quickly and simply an idea of the adequacy of the fitted regression lines (not 
very good in our example). Indeed, a scatter diagram, plotted in advance of the 
analysis, will often make it clear whether the fitting of regression lines is worth while. 


Sample coefficients: standard errors 

26.12 We now turn to the consideration of sampling problems for correlation and 
regression coefficients. As usual, we observe the convention that a Roman letter 
(actually italic) represents a sample statistic, the Greek letter being the population 
equivalent. Thus we write 


by = m/s = 2B(2-2)(9-9) /22(9-Is 
by = my/Ht = 2B(2—2)(y-9) /220-2), (26.22) 


r= ma/(eass) = 22 (2-8) (9-9) / {FE e—27-22(9- 


for the sample regression coefficients and correlation coefficient, the summations now 
being over sample values. Just as for the population coefficients B,, Bs, p, we may 
simplify these expressions for computational purposes to 
b, = VV—(Z2)(Zy)/n 
1" Ey -(2y)'/n 
b, = UXY=(=%)(Zy)/n (26.23) 
, Lxt-(Zx)/n ” 
#2 Lxy—(Zx)(Zy)/n : 
[{2x*—(2x)*/n} {LZ y*—(Zy)*/n}]t 
Just as before, we have -1 <r < +1. 


26.13 The standard errors of the coefficients (26.22) are easily obtained. In fact, 
we have already obtained the large-sample variance of r in Example 10.6, where we 
saw that it is, in general, an expression involving all the second-order and fourth-order 
moments of the population sampled. In the normal case, however, we found that it 
simplified to 

varr = (1—p*)?/n, (26.24) 
though (26.24) is of little value in practice since the distribution of r tends to nor- 
mality so slowly (cf. 16.29): it is unwise to use it for 2 < 500. The difficulty is of 
no practical importance, since, as we saw in 16.33, the simple transformation of r, 

en Slee () = artanhy, (26.25) 
is for normal samples much more closely normally distributed with approximate mean 


E(2) = flog (#4) (26.26) 
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and variance approximately 
(26.27) 


var z = a 
= 
independent of p. For 2 > 50, the use of & standard error for z is adequate ; closer 
approximations are given in 16.33. 
For the sample regression coefficient of y on x, 


b, = m,/S, 
the use of (10.17) gives, just as in Example 10.6 for r, 
varb, = (py (epee ED Zoot ere 
=o ear ae * 


rt Hin of Huot 
Substituting for the variances and covariance from (10.23) and (10.24), this becomes 
1 eu)’ Has, Heo 2h 
varb, = —( —) {—32#408-—" st). 26.28 
onaa) Ge aaa ies 


For a normal parent population, we substitute the relations of Example 3.17 and obtain 
varh, wi (4) (1 +2ph)oted | 30? —Seaiss} 
2=- 


Ct Pig va Mut 
Gye) 
n rs 
lo, 
= alt p). (26.29) 
Similarly, for the regression coefficient : xon y, 
varb, = — Sao, (26.30) 


The expressions (26.29) and (26.30) are wie more useful for standard error purposes 
(when, of course, we substitute s?, s$ and r for of, o3 and p in them) than (26.24), for 
we saw at “16.35 that the exact distribution of 5, is symmetrical about £, : it is left to 
the reader as Exercise 26.9 to show from (16.86) that (26.29) is exact when multiplied 
by a factor n/(n—3), and that the distribution of 5, tends to normality rapidly, its 
measure of kurtosis being of order 1/n. 


The estimation of p in normal samples 

26.14 The sampling theory of the bivariate normal distribution was developed in 
16.23-36 : we may now discuss, in particular, the problem of estimating p from a 
sample, in the light of our results in the theory of estimation (Chapters 17-18). 

In 16.24 we saw in effect that the Likelihood Function is given by (16.52), which 
contains the observations only in the form of the five statistics z, 7, s?, 3, r. These 
are therefore a set of sufficient statistics for the five parameters /4,, 42, of, 0, p, and 
their distribution is complete by 23.10. Further, (16.52) makes it clear that even if 
all four other parameters are known, we still require this five-component sufficient 
statistic for p alone. 

In Chapter 18 we saw that the Maximum Likelihood estimator of p takes a different 
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form according to which, if any, other parameters are being simultaneously estimated : 
the ML estimator is always a function of the set of sufficient statistics, but it is a different 
function in different situations. When p alone is being estimated, the ML estimator 
is the root of a cubic equation (Example 18.3); when all five parameters are being 
estimated, the ML estimator is the sample correlation coefficient r (Example 18.14). 
In practice, the latter is by far the most common case, and we therefore now consider 
the estimation of p by r or functions of it. 


26.15 The exact distribution of r, which depends only upon p, is given by (16.61) or, 
more conveniently, by (16.66). Its mean value is given by the hypergeometric series 
(16.73). Expanding the gamma functions in (16.73) by Stirling’s series (3.64) and 
taking the two leading terms of the hypergeometric function, we find 


E(r) = of! -C 06}. (26.31) 


Thus r is a slightly biassed estimator of p when 0 # p? # 1. The bias is generally 
small, but it is interesting to inquire whether it can be removed. 


26.16 We may approach the problem in two ways. First, we may ask: is there 


a function g(r) such that 
E{g(r)} = g(e) (26.32) 
holds identically in p? Hotelling (1953) showed that if g is not dependent on n, g(r) 
could only be a linear function of arcsinr, and Harley (1956-7) showed that in fact 
E(arcsinr) = arcsinp, (26.33) 
a simple proof of Harley’s result being given by Daniels and Kendall (1958). 


26.17 The second, more direct, approach, is to seek a function of r unbiassed for 
p itself. By Hotelling’s result in 26.16, this function must involve n. Since r is a 
function of a set of complete sufficient statistics, the unbiassed function of r must be 
unique (cf. 23.9). Olkin and Pratt (1958) found the unbiassed estimator of p, say 
ry, to be the hypergeometric function 


r, = r F[}, 4,4 (n—2), (1—r*)] (26.34) 
which, expanded into series, gives 
7 l-r? 91-7) +} 
$e elle simnt mente y. (26.35) 
No term in the series is negative, so that 
Iru| 2 Ir, 


the equality holding only if r? = 0 or 1. Nevertheless, since F(3,4,}("—2),0) = 1 
and r, is an increasing function of r, we have r? < r2 < 1. 

Evidently, the first correction term in (26.35) is counteracting the downward bias 
of the term in 1/n in (26.31). Olkin and Pratt recommend the use of the two-term 
expansion 


‘ 1-r? 
rhe r{l+ re Hy (26.36) 
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The term in braces in (26.36) gives r,/r within 0-01 for n > 8 and within 0-001 for 
n> 18, uniformly in r. 

Olkin and Pratt give exact tables of r, for 2 = 2(2)30 and |r| = 0(0-1)1 which 
show that for n > 14, |r,| never exceeds |r| by more than 5 per cent. 

Finally, we note that as n appears only in the denominators of the hypergeometric 
series, r,—>r as n—> 00, so that it has the same limiting distribution as r, namely 
a normal distribution with mean p and variance (1 —p*)*/n. 


Confidence limits and tests for p 

26.18 For testing that p = 0, the tests based on r are UMPU (cf. Exercise 31.21) ; 
this is not so when we are testing a non-zero value of p. However, if we confine our- 
selves to test statistics which are invariant under changes in location and scale, the tests 
based on r are UMP invariant, as Lehmann (1959) shows. 

For interval estimation purposes, we may use F. N. David's (1938) charts, described in 
20.21. By the duality between confidence intervals and tests remarked in 23.26, these 
charts may also be used to read off the values of p to be rejected by a size-« test, i.e. 
all values of p not covered by the confidence interval for that «. F.N. David (1937) has 
shown that this test is slightly biassed (and the confidence intervals correspondingly 
so). This may most easily be seen from the standpoint of the z-transformation standard- 
error test given in 26.13: if the latter were exact, and z were exactly normal with 
variance independent of p, the test of p would simply be a test of the value of the mean 
of a normal distribution with known variance, and we know from Example 23.11 that 
if we use an “ equal-tails ” test for this hypothesis, it is unbiassed. Since z is a one-to- 
one function of 7, the ‘“‘ equal-tails ” test on r would then also be unbiassed. Thus the 
slight bias in the r-test may be regarded as a reflection of the approximate nature 
of the z-transformation. 


26.19 Alternatively, we may make an approximate test using Fisher’s z-trans- 
formation, the simplest results for which are given in 26.13: to test a hypothetical 
value of p we compute (26.25) and test that it is normally distributed about (26.26) with 
variance (26.27). A one- or two-tailed test is appropriate according to whether the 
alternative to this simple hypothesis is one- or two-sided. 

In the same way, we may use the z-transformation to test the composite hypothesis 
that the correlation parameters of two independently sampled bivariate normal popula- 
tions are the same. For if so, the two transformed statistics z,, z, will each be dis- 
tributed as in 26.13, and (z, — 23) will have zero mean and variance 1 /(n, —3)+1/(n,—3), 
where n, and n, are the sample sizes. Exercises 26.19-21 show that (z,— 2) is exactly 
the Likelihood Ratio statistic when 2, = n,, and approximately so when n, # ny. In 
either case, however, the test is approximate, being a standard-error test. 

The more general composite hypothesis, that the two correlation parameters pj, Pp, 
differ by an amount A, cannot be tested in this way. For then 


E(2,-2,) = Hog (7*#1) - Hog (;*#*) 


= Hog { (7*#) (7=#1)} 
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is not a function of |p,;—p,| alone. The 2-transformation could be used to test 


a1: hte — (+28) 
Pi =P 


for any constant a, but this is not a hypothesis of interest. Except in the very large 
sample case, when we may use standard errors, there seems to be no way of testing 
Hy: pi—ps = A, for the exact distribution of the difference r,—r, has not been 
investigated. 


Tests of independence and regression tests 

26.20 In the particular case when we wish to test p = 0, i.e. the independence of 
the normal variables, we may use the exact result of 16.28, that 

t= {(2-2)r/(1-r)} (26.37) 
is distributed in ‘“ Student’s” ¢-distribution with (n—2) degrees of freedom. ?? is 
essentially the LR test statistic for p = 0—cf. Exercise 26.15—and this is equivalent 
to an “ equal-tails”” test on t. 

Essentially, we are testing here that 4, of the population is zero, and clearly this 
implies that the population regression coefficients £,, B, are zero. Now in 16.36, we 
showed that 

== és3\ 

t = (0,—A:) 8) (26.38) 
has the “‘ Student’s ” distribution with (n—2) degrees of freedom. Thus E(b,) = £3. 
When , = 0, (26.38) is seen to be identical with (26.37). Thus the test of independ- 
ence may be regarded as a test that a regression coefficient is zero, a special case of 
the general test (26.38) which we use for hypotheses concerning £,. It will be noted 
that the exact test for any hypothetical value of £, is of a much simpler form than that 
for p. 

We shall see in Chapter 31 that tests of independence can be made without 
any assumption of normality in the parent distribution. 


Correlation ratios and linearity of regression 

26.21 In 26.8 we discussed the fitting of approximate regression lines in cases 
where regressions are not exactly linear. We can make further progress in analysing 
the linearity of regression. Consider first the case of exact linear regression of x on y, 
when (26.12) holds. Squaring (26.12) and taking expectations with respect to y, we 
have 


var {E(x|y)} = E{(E(=|»)—E(=))*} = Biot = uih/oz- (26.39) 
We now define the correlation ratio of x on y, 7, by 
m = var{E(x|y)}/ot, (26.40) 


the ratio of the variance of x-array means to the variance of x. Unlike p, 7? is evidently 
not symmetric in x and y. (26.40) implies that 7 is invariant under permutation of 
the x-arrays, since var { E(x|y)} does not depend on the order in which the values of 
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E(x|y) occur. This is in sharp contrast to p, which is sensitive to any change in the 
order of arrays. 
From (26.39) we see that if the regression is exactly linear 
= wiL/(oi08) = p*. 
Now consider the general case where the regression is not necessarily exactly linear. 


We have 
= E[{x-E(x)}}* = E[({e-E(e]y)}+ {E@ly)-E@)})7] 
= E[{x—E(x|y)}*]+2[{E@|y)-E()¥] 
= E[{x— E(x] y)}?]+var{E(x|y)}, (26.41) 
since the cross-product term 
2E[{+— El) HBGly)-£C)}] = EMEGly)—E@)} E &-EGly)}] = 0. 
Thus, from (26.40) and (26.41), we have 
O<n<i, (26.42) 
and 1? = 1 if and only if E[{x—E(x|y)}*] = 0, i.e. every observation lies on the 
regression curve, so that x and y are strictly functionally related. Further, 
pt/ni = uh,/[otvar{ E(e|y)}]- (26.43) 
By the Cauchy-Schwarz inequality, 


Bh = (Ely E(y) }e- EH) 7 (El{y-E() HE ly)—E()}))? 
© BLO EOE EINE] = tert Bly) (26.44) 


the equality holding if and only if {y—E(y)} is proportional to {E(x|y)—E(x)}, 
ie. if E(x|y) is a strict linear function of y. Thus, from (26.43) and (26.44), 
P/nit <1, (26.45) 
the equality holding only when the regression of x on y is exactly linear. Hence, 
from (26.42), (26.45) and (26.18), we finally have the inequalities 
O<p<i<l. (26.46) 
We may summarize our results on the attainment of the inequalities in (26.46), 
given in 26.9-10 and in this section, as follows : 
(a) p? = 0 if, but not only if, x and y are independent ; 
(b) p? = 7? = 1 if, and only if, x and y are in strict linear functional relationship ; 
(c) p? < n% = 1 if, and only if, x and y are in strict non-linear functional rela- 
Vonship - 
(d) p? = nf < 1 if, and only if, the regression of x on y is exactly linear, but there 
is no functional relationship ; 
(ce) p?< nF <1 implies that there is no functional relationship, and some non- 
linear regression curve is a better “ fit” than the “ best ” straight line, for 
(26.20) and (26.40) then imply that var{E(x|y)} > var(«,+,y), so that 
the array means are more dispersed than in the straight-line regression most 
nearly “ fitting” them. (Of course, there may be no better-fitting simple 
regression curve.) 
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Since 7, takes no account of the order of the x-arrays, it does not measure any par- 
ticular type of dependence of x on y, but the value of 7—p* is an indicator of non- 
linearity of regression : it is important to remember that it is an indicator, not a measure, 
and in order to assess its importance the number of arrays (and the number of observa- 
tions) must also be taken into account. We discuss this matter in 26.24. 


26.22 Similarly, we define, for the regression of y on x, the correlation ratio 

12 = var {E(y|x)}/o3, (26.47) 

and again 
O<pt<y< il. 

Since yj = 1 if and only if there is a strict functional relationship, 77 = 1 implies 
ni = 1 and conversely. In general, both squared correlation ratios exceed p?, but we 
shall have 7? = p* < 7? if the regression of x on y is linear while that of y on x is not, 
as in the following Example. 


Example 26.8 

Consider again the situation in Example 26.6. The regression of x on y* was linear 
with regression coefficient 0, so that the correlation between x and y* is zero also. Since 
we found E(x|y*) = 0, it follows that var { E(x|y*)} = 0 also, so that the correlation 
ratio of x on y? is 0, as it must be, since the correlation coefficient is zero and the regres- 
sion linear. 

The regression of y* on x was not linear: we found in Example 26.3 that 


E(y*|2) = 1+9#(2?—1) 


var { E(y?|x)} = E[{p*(x*—1)}*] = pt E[{x*—1}*] = 2ps 
and o2 = 2, so that the correlation ratio of y* on x is p*, which always exceeds the cor- 
relation coefficient between x and y*, which is zero, when p 4 0. 


so that 


When correlation ratios are being calculated from sample data, we use the observed 
variance of array means and the observed variance in (26.40) and (26.41), properly 
weighted, obtaining for the observed correlation ratio of x on y 

rz 
=X n{%,—#)? Un, x?—-nz* 
i=1 i 


ae appr arr 
ij 


nae (26.48) 
=x = (x,-#)? 
i=l j=l 

where #, is the mean of the ith x-array, and m, the number of observations in the array, 
there being k arrays. A similar expression holds for é3, the observed correlation ratio 
of y on x. As for populations, 


O<r<G<l, i=1,2. (26.49) 


Example 26.9. Computation of the correlation ratio 


Let us calculate the correlation ratio of y on x for the data of Table 26.1, which 
we now treat as a sample. The computation is set out in Table 26.4. 
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Table 26.4 
Stature Mean weight in 

(x) array (5*) 5 m noe 
54 92-50 8,556-25 5 42,781-25 
56 111-09 12,340-99 33 407,252-67 
58 122-05 14,896-20 254 3,783,634-80 
60 124-43 15,482-82 813 12,587,532-66 
62 130-22 16,957-25 1340 22,722,715-00 
64 134-58 18,111-78 1454 26,334,528-12 
66 140-48 19,734-63 14,800,972-50 
68 146-37 21,424-18 5,891,649-50 
70 158-61 25,157-13 1,408,799-28 
72 163-41 26,702-83 293,731-13 
74 179-50 32,220-25 128,881-00 

88,4 402,477-91 


In Example 26.6 we found the mean of y to be 
FJ = 132-82 
and the variance of y to be 507-46. Thus, from (26.48), the correlation ratio of y 
on x is 
88,402,477-91 — 4,995 (132-82)? 


“= 4,995 x 507-46 


__ 88,402,477-91 — 88,117,544-25 
2,534,762-70 
1 Se 
2,534,762-70 
This is only slightly greater than the squared correlation coefficient 
r? = (0-335)* = 0-1122. 
Fig. 26.1 shows that the linear approximation to the regression is indeed rather good. 


= 0-1124. 


Testing correlation ratios and linearity of regression 

26.23 We saw in 26.21 that 7? = p* indicates that no better regression curve than 
a straight line can be found, and hence that a positive value of 7—p? is an indicator 
of non-linearity of regression. Now that we have defined the sample correlation 
ratios, e}, it is natural to ask whether the statistic (e?—r*) will provide a test of the 
linearity of regression of x on y. In the following discussion, we take the opportunity 
to give also a test for the hypothesis that 7? = 0 and also to bring these tests into rela- 
tion with the test of p = 0 given at (26.37). These problems were first solved by 
R. A. Fisher. 

The identity 

nst = nsirttnsd(d—r)+ns(1—e), (26.50) 


has all terms on the right non-negative, by (26.49). Since 
E z Alora #)—b:(F:-7) ¥ he i tn 2 i 


fmt j 
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(26.50) may be rewritten in x as 
LLU (x5—-z)? = PUU(x,;—-F)P+ UZ {(F,—*%)—5, (F,-F) P+ UU (xj;-%)?. (26.51) 
ti ce) ij oj 


Now (26.51) is a decomposition of a quadratic form in the x,; into three other such 
forms. We now assume that the y, are fixed and that all the x,; are normally distri- 
buted, independently of each other, with the same variance (taken to be unity without 
loss of generality). We leave open for the moment the question of the means of the x;;. 

On the hypothesis H, that every x,; has the same mean, i.e. that the regression 
curve is a line parallel to the y-axis, we know that the left-hand side of (26.51) is dis- 
tributed in the chi-squared form with (n—1) degrees of freedom. It is a straightfor- 
ward, though tedious, task to show that the quadratic forms on the right of (26.51) 
have ranks 1, (k—2) and (n—R) respectively. Since these add to (n—1), it follows 
from Cochran’s theorem (15.16) that the three terms on the right are independently 
distributed in the chi-squared form with degrees of freedom equal to their ranks. By 
16.15, it follows that the ratio of any two of them (divided by their ranks) has an F 
distribution, with the appropriate degrees of freedom. We may use this fact in two 
ways to test Hy: 

(a) The ratio of the first to the sum of the second and third terms, divided by their 
ranks, 

r?/1 
(1=74)/(n—2) 

suffixes denoting degrees of freedom. 

This, it will be seen, is identical with the test of (26.37), since #2_2 =: F,,,-2 by 
16.15. We derived it at 16.28 for a bivariate normal population. Here we are taking 
the y’s as fixed and the distribution within each x-array as normal. 

(b) The ratio of the sum of the first and second terms to the third, divided by their 
ranks, 


is Fin (26.52) 


_aR-1) 
(ie) (2-2) 
For both tests, large values of the test statistic lead to the rejection of Hy. 
The tests based on (26.52) and (26.53) are quite distinct and are both valid 
tests of Hy, but (26.52) essentially tests p? = 0 while (26.53) tests n? = 0. If the alter- 
native hypothesis is that the regression of x on y is linear, the test (26.52) will have 
higher power ; but if the alternative is that the regression may be of any form other 
than that specified by Ho, (26.53) is evidently more powerful. It is almost universal 
practice to use (26.52) in the form of a linear regression test (26.20), but there certainly 
are situations to which (26.53) is more appropriate. We discuss the tests further in 
26.24, but first discuss the test of linearity of regression. 


is Fran (26.53) 


26.24 If the x,; do not all have the same mean, the left-hand side of (26.51) is 
no longer a y%-1. However, if we take the first term on the right over to the left, 
we get 


nst(1—r?) = nst(@—12) +ns2(1—e2). (26.54) 
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Since 
as(1—r) = BE leu (athiy)} 


the sum of squared residuals from the fitted linear regression, we see that on the hypo- 
thesis Hy that the regression of x on y is exactly linear, and distributions within arrays 
are normal as before, ns}(1—r*) is distributed in the chi-squared form with (n—2) 
degrees of freedom, one degree of freedom being lost for each parameter fitted in the 
regression line (cf. 19.9). The ranks of the quadratic forms on the right of (26.54) 
are (k—2) and (n—k) as before, and they are therefore independently distributed in 
the chi-squared form with those degrees of freedom. Hence their ratio, after division 
by their ranks, 

(4-1)(k-2) , 

(1a) a) is Fre n—-e (26.55) 
(26.55) may be used to test Hj, the hypothesis of linearity of regression, H, being re- 
jected for large values of the test statistic. Again, we have made no assumption about 
the x,;. 

Thus our intuitive notion that (e?}—r*) must afford a test of linearity of regression 
is correct, but (26.55) shows that the test result will be a function of (1—e), & and n, 
so that a value of (e?—r*) alone means little. 

All three tests which we have discussed in this and the last section are LR tests of 
linear hypotheses, of the type discussed in the second part of Chapter 24. For example, 
the hypothesis that all the variables x,; have the same mean may be regarded in two 
ways: we may regard them as lying on a straight line which has two parameters, and 
test the hypothesis that the line has zero slope, which imposes one constraint on the 
two parameters. In the notation of 24.27-8, k = 2 and r = 1, so that we get an F- 
test with (1,—2) degrees of freedom ; this is (26.52). Alternatively, we may consider 
that the k array means are on a k-parameter curve (a polynomial of degree (k— 1), say), 
and test the hypothesis that all the polynomial’s coefficients except the constant are 
zero, imposing (k—1) constraints. We then get an F-test with (k—1,n—k) degrees 
of freedom : this is (26.53). Finally, if in this second formulation we test the hypo- 
thesis that all the polynomial coefficients except the constant and the linear one are 
zero, so that the array means lie on a straight line, we impose (k—2) constraints and 
get an F-test with (k-—2,n—k) degrees of freedom: this is (26.55). 

It follows that for fixed values of y; the results of Chapter 24 concerning the power 
of the LR test, based on the non-central F-distribution, are applicable to these tests, 
which are UMP invariant tests by 24.37. However, the distributions in the bivariate 
normal case, which allow the y,; to vary, will not coincide with those derived by holding 
the y, fixed as above, except when the hypothesis tested is true, when the variation of 
the y; is irrelevant (as we shall see in 27.29). For example, the distribution of r* 
obtained from the non-central F-distribution for (26.52) does not coincide with the 
bivariate normal result obtainable from (16.61) or (16.66). The power functions of 
the test of p = 0 are therefore different in the two cases, even though the same test 
is valid in each case. For large n, however, the results do coincide : we discuss this 
more generally in connexion with the multiple correlation coefficient (of which r? is 
a special case) in 27.29 and 27.31. 
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Intra-class correlation 

26.25 There sometimes occur, mainly in biological work, cases in which we require 
the correlation between members of one or more families. We might, for example, 
wish to examine the correlation between heights of brothers. The question then 
arises, which is the first variate and which the second? In the simplest case we might 
have a number of families each containing two brothers. Our correlation table has 
two variates, both height, but in order to complete it we must decide which brother 
is to be related to which variate. One way of doing so would be to take the elder 
brother first, or the taller brother; but this would provide us with the correlation 
between elder and younger brothers, or between taller and shorter brothers, and not 
the correlation between brothers in general, which is what we require. 

The problem is met by entering in the correlation table both possible pairs, i.e. 
those obtained by taking each brother first. If the family, or, more generally, the class, 
contains k members, there will be k(k—1) entries, each member being taken first in 
association with each other member second. If there are p classes with k,,Rq,...,k, 


members there will be = k;(k;— 1) = N entries in the correlation table. 


As a simple illustration consider five families of three brothers with heights in 
inches respectively : 69, 70, 72; 70, 71, 72; 71, 72, 72; 68, 70, 70; 71, 72, 73. 
There will be 30 entries in the table, which will be as follows : 


Table 26.5 
Height (inches) 


| 68 69 70 1 n 73 Toras 
68 = - 2 A 7 - 2 
69 = ~ 1 1 S 2 
? aes bop, is — 
5 70 2 1 2 1 2 e 8 
gon = 2 1 = 4 1 6 
o laa oe Ee ee = amas sacha seine an P pada PO ee 
2 pea 
72 a | 2 4 2 1 10 
73 z = a 1 1 zs 2 
TOTALS 2 2 8 6 10 2 30 


Here, for example, the pair 69, 70 in the first family is entered as (69, 70) and (70, 69) 
and the pair 72, 72 in the third family twice as (72, 72). 
The table is symmetrical about its leading diagonal, as it evidently must be. We 
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may calculate the product-moment correlation euetiicient in the usual way. We find 
o; = of = 1-716, 4y, = 0-516 and hence p = Fe 716 = 


A correlation coefficient of this kind is called an intra-class correlation coefficient. 
It can be found more directly as follows : 

Suppose there are p classes with variate-values x,,,...,%1z,3 Xin +++ >%2n3 
Xyiy++«5%yx,- In the correlation table, each member of the ith class will appear ky-1 
times ‘(once in association with each other member of its class), and thus the mean of 
each variate is given by 


and the variance of each variate by 


a= a 2 ed, z (%5-1)? 


z 
fn =H 2 E (eu 4) 0-H) 


Sxl 

1f2 & pk 

= HE, 2, Gu-mMeu-)- EE eum} 
tml jel i=1 j=l 

1(¢ 27% 2 3 
=N 226-0] ~EE(%y-n)} 

1 
= {ERG wt -EE 0s 


where y, is the mean of the ith class. Thus we have for the correlation coefficient 
rt lie ke 


i es OS 56 
p= SDE Eu ven 
If k, = k for all i, (26.56) simplifies to 
_Mpot—kpot__ 1 (kot, 
0 pee = pa (SE) Ge) 


where o%, is the variance of class means, 5 3 = (ui—p)*. 
i=1 


To distinguish the intra-class coefficient from the ordinary product-moment cor- 
relation coefficient p, we shall denote it by p, and sample values of it by r;. 


Example 26.10 

Let us use (26.57) to find the intra-class coefficient for the data of Table 26.5. 
With a working mean at 70 inches, the values of the variates are —1, 0,2; 0, 1, 2; 
1,2, 2; —2, 0,0; 1, 2, 3. 


13 1 _37 386 


== = —{(-1)? 2 = _ 
Hence B= Te be 75 {( 1)?+08+ ... and a? 3s 
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The means of families, ,, are 


1f/-8\? _ 1030 
of, = en - 


1 (3.1030.225 
Pi = 3 1125 .386 -1} te 


a result we have already found directly in 26.25. 


Thus 


Hence, from (26.57), 


26.26 Caution is necessary in the interpretation of the an ae correlation 


coefficient. From (26.57) it is seen that p, cannot be less than though it may 


= st 
attain +1 when of, = o%. It is thus a skew coefficient in the sense that a negative 
value has not the same significance (as a departure from independence) as the equivalent 
positive value. 

In point of fact, the intra-class coefficient is, from most points of view, more con- 
veniently considered as (a simple linear transform of) a ratio of variances between classes 
and within classes in the Analysis of Variance. Fisher (1921c) derived the distribution 
of intra-class r; from this approach for the case when families are of the same size k. 
When k = 2, he found, as for the product-moment coefficient r, that the transformation 

z = artanhr, 
gives a statistic (z) very nearly normally distributed with mean ¢ = artanhp; and 
variance independent of p,; For k > 2, a more complicated transformation is neces- 
sary. His results are given in Exercise 26.14. 


Tetrachoric correlation 

26.27. We now discuss the estimation of p in a bivariate normal population when 
the data are not given in full detail. We take first of all an extreme case exemplified 
by Table 26.6. This is based on the distribution of cows according to age and milk- 
yield given in Table 1.24, Exercise 1.4. Suppose that, instead of being given that 
table we had only 


Table 26.6—Cows by age and milk-yield 


Age 3-5 Age 6 ToTaL 

years and over 
Yield 19 galls. and over 881 1546 2427 
Yield 8-18 galls. 1407 1078 2485 


Torn 2288 «=S«2624—SCt«;:«=Cs«4912 
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This is a highly condensed version of the original. Suppose we assume that the under- 
lying distribution is bivariate normal. How can we estimate p from this table? In 
general, for a table of this ‘2x2 ” type with frequencies 


a 5 a+b 
ne coe one (26.58) 
ate bid . atbt+c+d=n 


we require to estimate p. In (26.58) we shall always take d to be a frequency such that 
neither of its marginal frequencies contain the median value of the variate. 
If this table is derived by a double dichotomy of the bivariate normal distribution 


f (sy) ce zgexp {— 5 rag ( cexy +2}. (26.59) 


ot 010, 


we can find h’ such that 
At o 
fof? _senraeay = 5 
Putting h = h’/o,, we find this is 
* ate 
(2ay-+["  exp(—dstyde = S25, (26.60) 


and thus A is determinable from tables of the univariate normal distribution function. 
Likewise there is a k such that 


(2n)-t [" _exp(—iytpdy = (26.61) 


On our convention as to the one of table ees hand k are never negative. 
Having fitted univariate normal distributions to the marginal frequencies of the 
table in this way, we now require to solve for p the equation 


i J : j : ae fra —2pxy+y9)} dedy. (26.62) 


The integrand in (26.62) is standardized because A and k were standardized deviates. 
We expand the integrand in ascending powers of p. The characteristic function of 
the distribution is 


$(t,u) = exp{—}(##+2ptutu’)}. 
Thus, using the bivariate form of the Inversion Theorem (4.17), (26.62) becomes 


<. (PIPL J” to mexw(—itx—iny)aedu dx dy 


= INE [°_ [7 seae+ W)~ite—iuy} OEM at du} dedy. (26.63) 
The coefficient of (—p)’/j! is the product of two integrals, of which the first is 
I(x,h,t) = i “fel”. Hexp(—30t—its) atl de (26.64) 
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and the second is I(y,k,u). Now from 6.18 the integral in braces in (26.64) is equal to 
(-#) H,(#)2() 


x(x) = (2)-hexp(— 4s"). 


where 


By (6.21), 
- 4 12} = 20). 
Hence the double integral in (26.64) is 
I(x,h,t) = [(-1p'# Ha ()2@)] = (-1) Hj_, (A) (A). (26.65) 
Substituting from (26.65) for I(x,h,t), I(5,k,u) in (26.63), we have the series 


: = 5 his (A) Hj-1 (Rk) 2 (A) 2 (A). (26.66) 
jzoJ! 
In terms of the tetrachoric functions which were defined at (6.44) for the purpose, 
ee = pt, (hk); (A). (26.67) 
nm j=0 


26.28 Formally, (26.67) provides a soluble equation for p, but in practice the 
solution by successive approximation can be very tedious. (The series (26.67) always 
converges, but may do so slowly.) It is simpler to interpolate in tables which have 
been prepared giving the integral d/n in terms of p for various values of h and k (Tables 
for Statisticians and Biometricians, Vol. 2). 

The estimate of p derived from a sample of n in this way is known as fetrachoric r. 
We shall denote it by r,. 


Example 26.11 

For the data of Table 26.6 we find the normal deviate corresponding to 
2624/4912 = 0-5342 as h = 0-086, and similarly for 2484/4912 = 0-5059 we find 
k = 0-015. We have also for d/n the value 1078/4912 = 0-2195. 

From the tables, we find for varying values of h, k and p the following values of d: 

h=0 h=0-1 h=0 h=01 

k=0 0-2341 =: 0-2142 = -015 k=0 0-2260 0-2062 
k=0-1 0-2142 0-1960 Se k=0-1 0:2062 0-188! 

Linear interpolation gives us for hk = 0-086, k = 0-015, the result p = —0-10 
approximately. In rearranging the table, we have inverted the order of rows and 
taking account of this gives us an estimate of p = +0-10. We therefore write 
r, = +0-10. (The product-moment coefficient for Table 1.24 is r = 0-22.) 


p= —0-10 


26.29 Tetrachoric r, has been used mainly by psychologists, whose material is 
often of the 2x2 type. Its sampling distribution, and even its standard error, is not 
known in any precise form, but Karl Pearson (1913) gave an asymptotic expression 
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for its standard error. There are, however, simpler methods of calculation based on 
nomograms (Hayes (1946); Hamilton (1948); Jenkins (1955)) and tables for the 
standard error in approximate form (Guilford and Lyons (1942); Hayes (1943) ; 
Goheen and Kavruck (1948)). It does not seem to be known for what sample size 
such standard errors may safely be used. 


Biserial correlation 

26.30 Suppose now that we have a (2 x q)-fold table, the dichotomy being according 
to some qualitative factor and the other classification either to a numerical variate or 
to a qualitative one, which may or may not be ordered. 

Table 26.7 will illustrate the type of material under discussion. The data relate 
to 1426 criminals classified according to whether they were alcoholic or not and according 


Table 26.7—Showing 1426 criminals classified according to alcoholism and 
type of crime 
(C. Goring’s data, quoted by K. Pearson, 1909) 


Arson | Rape Violence ' Stealing  Coining | Fraud | Torats 

Alcoholic. . .| 50 | 88 iu 15 379) 8 | 788 
Nonalcoholic.) 43 | 62 | 110 0 | me) os 
se DRS ates a he = ae . 

Torats 93 | . a ‘1426 


to the crime for which they were imprisoned. Even though the columns of the table 
are not unambiguously ordered (they are shown arranged in order of an association 
of the crimes with intelligence, but this ordering is somewhat arbitrary), we may still 
derive an estimate of p on the assumption that there is an underlying bivariate normal 
distribution. For in such a distribution, p? = 7%, the regressions both being linear, 
and we remarked in 26.21 that 7? is invariant under permutation of arrays. We there- 
fore proceed to estimate 7?(= p*) as follows. 

Consider each column of Table 26.7 as a y-array, and let n, be the number of 
observations in the pth array, m = Ung, 4, the mean of y in that array, « the mean and 
a; the variance of y, and o3 the variance of y in the pth array. We suppose all measure- 
ments in y to be made from the value k which is the point of dichotomy ; this involves 
no loss of generality, since p? and 7? are invariant under a change of origin. Then 
the correlation ratio of y on x (cf. (26.40)) is estimated by 


18. 
autho 


yor 7 PLS ee oe _ (26.68) 
o% apa o GF , 


But for the bivariate normal distribution 7? = p? and (cf. 16.23) 
03/04 = var (y|x)/oy = (1—p?), 
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so we replace 03/0; by (1—p?) in (26.68), obtaining 


ai 1-,? ¢ Mobs i] 
z -4, 26.69) 
Pp? Roser of a ( ) 
which we solve for p? to obtain the estimator 
2 2 
ee (2 -(2) 
= Bast Noo) Noy (26.70) 


s ca : 
1413 n, (2) 
Nya ?\Gp, - 


This estimator is known as biserial n because of the analogy with the correlation 
ratio. We shall write it as r, when estimating from a sample, to maintain our con- 
vention about the use of Roman letters for statistics. 

The use of the expression (26.70) lies in the fact that the quantities in it can be 
estimated from the data. Our assumption that there is an underlying bivariate normal 
distribution implies that the quantity according to which dichotomy has been made 
(in our example, alcoholism) is capable of representation by a variate which is normally 
distributed, and that each y-array is a dichotomy of a univariate normal distribution. 
Thus the ratios (u,/o,) and (u,/o,) can be estimated from the tables of the normal 
integral. For example, in Table 26.7, the two frequencies “ alcoholic” and “ non- 
alcoholic ” are, for arson, 50 and 43. Thus the proportional frequency in the alcoholic 
group is 50/93 = 0-5376 and the normal deviate corresponding to this frequency is 
seen from the tables to be 0-0944, which is thus an estimate of |,/o,| for this array. 


Example 26.12 


For the data of Table 26.7, the proportional frequencies, the estimated values of 
|#5/e,| and |4,/oy|, and the 2, are: 


| Rape | Violence | Stealing Coining Freud Torans 
Alcoholic . . | 0-5376 | 0-5867 | 0-5849 | 0-5582 0-5625 ; 0-3043 . 0-5281 
[#p/op| - . | 0-0944 | 02190 | 0-2144 | 0-1463 | 0-1573 0.5119 | 0-0704 = | ny/oy! 
Np a 93 150 | 265 | 679 | 32 ; 207! 1426=n 


i : ! fi 


Then from (26.70) we have 


_ (93(0-0944)'+ ...}—(0-0704)2 
_ ie Baka 


1+ 4 (93 (0-0944)"+ } 


or 

|r_| = 0-234, 
which, on our assumptions, may be taken as estimating the supposed product-moment 
correlation coefficient. 
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26.31 As for the tetrachoric r,, the sampling distribution of biserial 7, is unknown. 
An asymptotic expression for its sampling variance was derived by K. Pearson (1917), 
but it is not known how large # must be for this to be valid. 

Neither r, nor r, can be expected to estimate p very efficiently, since they are based 
on so little information about the variables, and it should be (though it has not always 
been) remembered that the assumption of underlying bivariate normality is crucial 
to both methods. In the absence of the normality assumption, we do not know what 
r, and r, are estimating in general. 


26.32 If in the (2xq)-fold table the q-fold classification, instead of being defined 
by an unordered classification as in Table 26.7, is actually given by variate-value, we 
may proceed directly to estimate p instead of 7. For we may now use the extra infor- 
mation to estimate the variance o2 of this measured variate and its means, j2;, 4g, in 
the two halves of the dichotomy according to y. Since the regression of x on y is 
linear we have (cf. (26.12)) 


E(=|9)—He = p2(y—my). (26.71) 
We can, as in 26.27, find k such that 
1-F(R)= (22) in exp(—}12) du = 


aa (26.72) 


where 2, is the total number of individuals bearing one attribute of the y-class (“ higher ” 
values of y) and m, is the number bearing the other. & is the point of dichotomy of 
the normal distribution of y. 

From (26.71), the means (y;,,;), (¢ = 1,2) of each part of the dichotomy will be 
on the regression line (26.71). Thus, for the part of the dichotomy with the “ higher ” 


value of y, say y1, E 
- (cas), 


Thus we may estimate p by 
#1 -8) / (ir ty (26.73) 
Se o, }’ 


where ,, # are the means of x in the “ high-y” observations and the whole table 
respectively, while s? is the observed variance of x in the whole table. The denominator 
of (26.73) is given by 


MEH = (2n)-+ |” wexp(—4u*) du / (2n)-* [” exp(— Iu) du 


= (2x)-t exp (— 4h?) iy (Gare atx) (26.74) 
by (26.72). 


If, then, we denote the ordinate of the normal distribution at k by z,, we have the 


estimator of p 
(= n, 1 
n=(2— —. 
Se] (Mi tM) % 
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We write the estimator based on this equation as r,, the suffix denoting “ biserial ” : 
r, is called “ biserial r.” 
The equation is usually put in a more symmetrical form. Since 
E = (nF, +0,%,)/(n1 +03), 
#,— is equal to ,(¥,—%,)/(m,+2,). Writing p for the proportion n,/(n,+,) and 
q = 1—p, we have the alternative expression for (26.74) 


— *1—*2 Pg 
r= Eh, (26.75) 


Example 26.13 (from K. Pearson, 1909) 

Table 26.8 shows the returns for 6156 candidates for the London University Matricu- 
lation Examination for 1908/9. The average ages for the two higher age-groups have 
been estimated. 


Table 26.8 
“Age of candidate Passed Failed Toras 

16 583 563 1146 

17 666 980 1646 

18 $25 868 1393 

19-21 383 814 1197 

22-30 214 439 653 
(mean 25) 

over 40 81 121 
(mean 33) 

‘TOTALS 2411 3745 6156 


Taking the suffix “1” as relating to successful candidates, we have 
¥#, = 18-4280. 
For all candidates together 
# = 18-7685, s? = (3-2850)*. 
The value of p is 2411/6156 = 0-3917. 
(26.72) gives 1—F(k) = 0-3917, and we find k = 0-275 and z, = 0-384. Hence, 
from (26.74), 
ry = — 03405 03917 
. 3-2850° 0-384 
The estimated correlation between age and success is small. 


= -011. 


26.33 As for r, and r,, the assumption of underlying normality is crucial to 7,. 
The distribution of biserial 7, is not known, but Soper (1914) derived the expression 
for its standard error in normal samples 


2 
varr, ~ letter {22 + ep 1) 2 3 3}+43], (26.76) 
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and showed that (26.76) is generally well approximated by 


var» fp C280) 
& 
More recently 7, has been extensively studied by Maritz (1953) and by Tate (1955), 
who showed that in normal samples it is asymptotically normally distributed with 
mean p and variance (26.76), and considered the Maximum Likelihood estimation of p 
in biserial data. It appears, as might be expected, that the variance of 1, is least, for 
fixed p, when the dichotomy is at the middle of the dichotomized variate’s range (y = 0). 
When p = 0, 7, is an efficient estimator of p, but when p*—> 1 the efficiency of 7, tends 
to zero. Tate also tables Soper’s formula (26.76) for varr,. Cf. Exercises 26.10-12. 


Point-biserial correlation 


26.34 This is a convenient place at which to mention another coefficient, the point- 
biserial correlation, which we shall denote by p,, and by r,, for a sample. Suppose 
that the dichotomy according to y is regarded, not as a section of a normal distribution, 
but as defined by a variable taking two values only. So far as correlations are con- 
cerned, we can take these values to be 1 and 0. For example, in Table 26.8 it is not 
implausible to suppose that success in the examination is a dichotomy of a normal 
distribution of ability to pass it. But if the y-dichotomy were according, say, to sex, 
this is no longer a reasonable assumption and a different approach is necessary. 

Such a situation is, in fact, fundamentally different from the one we have so far 
considered, for we are now no longer estimating p in a bivariate normal population : 
we consider instead the product-moment of a 0—1 variable y and the variable x. If 
P is the true proportion of values of y with y = 1, Q = 1—P, we have from binomial 
distribution theory 


E(y) =P, o% = PQ 
and thus, by definition, 


— fu E(xy)- -PE(x) 


rm G20, dx(PQ)* 
: 1 
We estimate E(xy) by m,, = ee x E(x) by %, a, by s,, and P by p = = Ta 
obtaining 
To. = P%1—P (PF +941) 
s.(pq)" 
= Fi-#) (PQ) (26.77) 
Sz 


26.35 ry, in (26.77) may be compared with the biserial 7, defined at (26.75). We 
have 
T~ Ef 


ae (26.78) 


It has been shown by Tate (1953) by a consideration of Mills’ ratio (cf. 5.22) that the 
x 
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expression on the right of (26.78) is < (2/x)* and the values of the coefficients will 
thus, in general, be appreciably different. 

Tate (1954) shows that r,, is asymptotically normally distributed with mean py 
and variance 


w~ APs en) Pp 
varry 1-3eh aot apa)’ (26.79) 
‘ieee aaa en nae. 
Apart from the measurement of correlation, it is clear from (26.77) that, in effect, 
for a point-biserial situation, we are simply comparing the means of two samples of 
a variate x, the y-classification being no more than a labelling of the samples. In fact 


Ny+M, ra 
I-% ~ Su —4)' +2 (9a) ~ nyen—2’ (26.80) 


where t is the usual “‘ Student’s ” t-test used for comparing the means of two normal 
populations with equal variance (cf. Example 23.8). Thus if the distribution of x is 
normal for y = 0, 1, the point-biserial coefficient is a simple transformation of the # 
statistic, which may be used to test it. 


26.36 The above account does not exhaust the possible estimators of bivariate 
normal p from data which are classified in a two-way table. In Chapter 33 we shall 
discuss some estimators based on rank-order statistics. 


EXERCISES 


26.1 Show that the correlation coefficient for the data of Table 26.2 is +0-07. 
Calculate the regression lines in Fig. 26.2. 


26.2 Writing the bivariate frequency function in the form 
fy) =f @)a(y|*), 
so that the jth moment about the origin of the y-array for given x is 
4 (912) = f ¥a(y|)dy, 
show that 
a (2, o 
eel et ey 

(where ¢ is the characteristic function of the distribution), so that 


serusCols) = GEL aoa (FS) at 


w=0 
Use this to verify that the bivariate normal distribution has linear regressions and is 


homoscedastic. 
(Wicksell, 1934) 
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26.3. A bivariate normal distribution is dichotomized at some value of y. The 
variance of x for the whole distribution is known to be o2 and that for one part of the 
dichotomy is oj. The correlation between x and y for the latter is c. Show that the 
correlation of x and y in the whole aie ie may be estimated by 7, where 


r= 1-Sa- e). 


26.4 In the previous exercise, if 0; is the variance of y in the whole distribution and 
o3 is its variance in the part of the dichotomy, show that p for the whole distribution 
may be estimated by 
oy 
n= ata(d—oy 

26.5 Show that whereas tetrachoric r;, biserial r;, and point-biserial r,, can never 
exceed unity in absolute value, biserial ry may do so. 


26.6 Prove that the tetrachoric series (26.67) always converges for |p| < 1. 


26.7 A set of variables x,, x3,..., X, are distributed so that the product-moment 
correlation of x; and x; is py. They all have the same variance. Show that the average 
value of psy defined by 

n n 
—, tt i xj, 
n(n—1) inn gee ca, 
must be not less than —1/(n—1). 


j= 


26.8 In the previous exercise show that | p:;|, the determinant of the array of correla- 
tion coefficients, is non-negative. Hence show that 


Plat Pist Pas < 1+2prspisPss- 
26.9 Show from (16.86) that in samples from a bivariate normal population the 
sampling distribution of 5,, the regression coefficient of y on x, has variance 
1 a 
var by = 3 a (1—p%) 
exactly, and that its skewness and kurtosis coefficients are 
w= 0, 
= 8 
w= Pe 


26.10 Let y{(x—)/, y} denote the bivariate normal frequency with means of x 
and y equal to 4 and 0 respectively, variances equal to o* and 1 respectively, and correla- 
tion p. Define 

o o 
86,0) = ["vdy, nts, 0) = [" vd. 
o -@o 


If 24 is a random variable taking the values 0, 1 according as y < w or y > , show that 
in a biserial table the Likelihood Function may be written 


Lenslesema= ft fae (8 te) +a “n(* “ste 
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If 3* represents a partial differential of the second order with respect to any pair of para- 
meters, show that 

E(@logL) = n {1 —p(x) }£_(d log 7) + np (x) E, (@* log é) 
where 


p(s) = f (2n)-texp (—4¢* de, 


and E,, E, are conditional expectations with respect to x for y < w, y > w respectively. 
Hence derive the inverse of the dispersion matrix for the Maximum Likelihood estimators 
of the four parameters (the order of rows and columns being the same as the order of 
the parameters in the LF) : 


a pwag—a, Pao pa, 
* 1,8 o o 
@3—2pma,+p wa, p*wae—pa, p*wa,—pas 
vis. We (1—p*)* o(1—p*) o(1—p*) 
(1—p%) 1—p*+p%ay pia, 
a 
2(1—p%)+p%as 
: a 
where a, = is x*g (x, @, p) dx, 
= (22)-' = SSPE 5 [, FEE! 
&(%, ©, p) = (22) exp (— 3x") (i S 9) $ ( =) 
and $(x) = (22)-4 exp (—3x*)/{1—p(x)}. 


By inverting this matrix, derive the asymptotic variance of the Maximum Likelihood 
estimator f, in the form 


Jee 
ae -s ad=rh, 


var by = ~~ > © © w spt 
[eal een" 
aa ow -« 


(Tate, 1955) 


26.11 In Exercise 26.10, show that when p = 0, 
2xp() {1—p()} 
nexp(—k*)  * 
By comparing this with the large-sample formula (26.76), show that when p = 0, 7 is a 
fully efficient estimator. 


var fp = 


(Tate, 1955) 

26.12 In Exercise 26.10, show that m var f, tends to zero as |p| tends to unity, and 
from (26.76) that n var ry does not, and hence that rz is of zero efficiency near |p| = 1. 
(Tate, 1955) 


26.13 Establish equations (26.19) and (26.20). 
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26.14 Writing / for the sample intraclass coefficient and 4 for the parent value, show 
that the exact distribution of / is given by 
OF oc ATELY + RIDE ad, 
{1-4+4(k-1)(1—D }e-) 
where / is calculated from p families of k members each, reducing in the case k = 2 to 
dF = 55 Fi bapp teeth Ha Bex {- 48-8) 
where / = tanh 2, 4 = tanh ¢. Hence show that, for k = 2, s—¢ is nearly normal with 


A 1 
mean zero and variance nat 
(Fisher, 1921c) 
26.15 Show that for testing p = p, in a bivariate normal population, the Likelihood 
Ratio statistic is given by 
Din = (ai —n) a =P 
(1-7 pe) 
so that /'/" = (1—r%)t when po = 0, and when p, # 0 we have 
(1—pa)-41/" = 14+rpetrt(pi—$)+ -.. 


26.16 Show that the effect of applying Sheppard’s corrections to the moments is 
always to increase the value of the correlation coefficient. 


26.17 Show that if x and y are respectively subject to errors of observation u, v, 
where u and v are uncorrelated with x, y and each other, the correlation coefficient is 
reduced (‘ attenuated”) by a factor 


a a\\* 
{(+4)(+a} 

26.18 If x,, xg, x3 are mutually uncorrelated with positive means and small coefficients 
of variation Vi(i=1, 2, 3), show that the correlation between x,/x, and x,/x, is 
approximately 

i ton SNE nts 
P* ((Vi+VD(VE+VD 
(This is sometimes called a ‘‘ spurious” correlation, the reason being that the original 
variables were uncorrelated, but it is not a well-chosen term.) 


> 0. 


26.19 If two bivariate normal populations have p, = p; = p, the other parameters 
being unspecified, show that the Maximum Likelihood estimator of p is 


5 +r 1a) — (08 (1 —rirs)*—4ny na (r,—12)*}t 
. 2 (mi re+ 973) 


where m, 7 are the sample sizes and correlation coefficients (¢ = 1, 2) and » = n, +n. 
If n; = n, = 4n, show that if 2;, 23 are defined by (26.25), and 


i ites (75) 


€ =4(a, +51) 


then 
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26.20 Using the result of the last exercise, show that the Likelihood Ratio test of 
Pi = ps when n, = ng uses the statistic 
Lim = sech{t (s:—3;) }, 
so that it is a one-to-one function of z,—23, the statistic suggested in 26.19. 
(Brandner, 1933) 


26.21 In Exercise 26.19, show that if n, # m3, we have approximately for the ML 
estimator of ¢ 


1 
f= _msitnszy)s 
and hence that the LR test of p; = ps uses the statistic 


t= fn {em} [as (emf 


approximately, again a one-to-one function of (z,—z;). 
(Brandner, 1933) 


26.22 To estimate a common value of p for two bivariate normal populations, show 
that 
ge = (Data 3) aa 
ny +n,—6 
is the linear combination of z, and 23 with minimum variance as an estimator of ¢, but 
that when n, # mq this does not give the Maximum Likelihood estimator of p given in 
Exercise 26.19. 


26.23 Show that the correlation coefficient between x and y, pzy, satisfies 
a a Ver(eet Bax) _ _Efly—(ost Bas) }*} 
o 


Px = 
‘a 3 


and hence establish (26.18). 


26.24 Writing z = E(x|y), show that 
ee = Tt 


Poe = Pay! Ti- 
Hence show that (26.18) implies (26.46) and establish the conditions under which the 
various equalities in (26.46) hold. 
(M. Fréchet published these relations in 1933-1935; see Kruskal (1958)) 


and that 


CHAPTER 27 
PARTIAL AND MULTIPLE CORRELATION 


27.1 In normal or nearly-normal variation, the correlation parameter p between 
two variables can, as we saw in 26.10, be used as a measure of interdependence. When 
we come to interpret ‘interdependence ” in practice, however, we often meet diffi- 
culties of the kind discussed in 26.4: if a variable is correlated with a second variable, 
this may be merely incidental to the fact that both are correlated with another variable 
or set of variables. This consideration leads us to examine the correlations between 
variables when other variables are held constant, i.e. conditionally upon those other 
variables taking certain fixed values. These are the so-called partial correlations. 

If we find that holding another variable fixed reduces the correlation between two 
variables, we infer that their interdependence arises in part through the agency of that 
other variable ; and, if the partial correlation is zero or very small, we infer that their 
interdependence is entirely attributable to that agency. Conversely, if the partial 
correlation is larger than the original correlation between the variables we infer that 
the other variable was obscuring the stronger connection or, as we may say, ‘“‘ masking ” 
the correlation. But it must be remembered that even in the latter case we still have 
no warrant to presume a causal connection: by the argument of 26.4, some quite 
different variable, overlooked in our analysis, may be at work to produce the correlation. 
As with ordinary product-moment correlations, so with partial correlations: the pre- 
sumption of causality must always be extra-statistical. 


27.2 In this branch of the subject, it is difficult at times to arrive at a 
notation which is unambiguous and flexible without being impossibly cumbrous. 
Basing ourselves on Yule’s (1907) system of notation, we shall do our best to steer a 
middle course, but we shall at times have to make considerable demands on the reader’s 
tolerance of suffixes. 

As in Chapter 26, we shall discuss linear regression incidentally, but we leave over 
the main discussion of regression problems to Chapter 28. 


Partial correlation 

27.3 Consider three multinormally distributed variables. We exclude the singular 
case (cf. 15.2), and lose no generality, so far as correlations are concerned, if we standard- 
ize the variables. Their dispersion matrix then becomes the matrix of their correla- 
tions, which we shall call the correlation matrix and denote by C. Thus if the correla- 
tion between x, and x, is p,,, the frequency function becomes, from (15.19), 


S (X1 Xp ¥3) = (22)? C[-4 ep{-sz,2, Cusies» (27.1) 
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where C,, is the cofactor of the (i,j)th element in the symmetric correlation determinant 


1 pis pis 


[Cc] = 1 pss}. (27.2) 
1 


Cy/|C| = C% is the element of the reciprocal of C. We shall sometimes write the 
determinant or matrix of correlations in this way, leaving the entries below the leading 
diagonal to be filled in by symmetry. 

The c.f. of the distribution is, by (15.20), 


P(t ty ts) = exp {-2, z patst}- (27.3) 


27.4 Consider the correlation between x, and x, for a fixed value of x5. The 
conditional distribution of x, and x3, given x3, is 
B(X1y X_|%3) 0 exp{—} (CM x3 + 2C18 x, xg+ C8 x8+2C x, x3 +2C% x4 x5) } 
o exp{—$[C™ (x,—&,)?+2C% (x, -€1)(%2—E2) + C*(xg—E2)*]}, (27.4) 
where 
CHE, + CHE, = —CB xy, 
CE,+C%E, = —CB x. 
From (27.4) we see that, given x3, x, and x, are bivariate-normally distributed, with 
correlation coefficient which we write 
ci 
Pana (cucnyr 
Clearly, p1z.3 does not depend on the actual value at which x, is fixed. Furthermore, 
cancelling the factor in |C|, we have 
Pizs = — & Cas 
: CyC,,)* 
( 11 ) (27.5) 


_Piz—PisPes 
{(—pis)(1—pos) }* 
from (27.2). piss is called the partial correlation coefficient of x, and x, with x, 
fixed. It is symmetric in its primary subscripts 1,2. Its secondary subscript, 3, refers 
to the variable held fixed. 
Although (27.5) has been derived under the assumption of normality, we now 
define the partial correlation coefficient by (27.5) for any parent distribution. 


27.5 Similarly, if we have a p-variate non-singular multinormal distribution and 
fix (p — 2) of the variates, the resulting partial correlation of the other two (say x, x) is 
Pr2se = Ci 
se (Cc, 1 Cy) 
where C,, is the cofactor of p,; in 


(27.6) 
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‘1 pis pis +++ Pas: 
‘ 1 pss --+ Pas 
1 + Pap” 


Ic = eee (27.7) 


| 
i I 
Like (27.5), (27.6) is to be regarded as a general definition of the partial correlation 
coefficient between x, and x, with x3,..., x, fixed. 


27.6 It is instructive to consider the same problem from another angle. 
Write f(x: ..-, %2|%ser ---» %,) for the conditional joint frequency function of 
Xyy -. +, Me When Xy43, ..., Xy are fixed, and g(xz+1, ..., *,) for the marginal joint 
distribution of x44, ...) Xe 

The joint c.f. of the p variables is 


(ty --+> ty) 
< f ed [se sl Wiig 2 Sal Vater ch sep (= itsx)) de xsd. 


P 
= j a exc eee OE | s)erp(,£ ita) rae 


where dx (ty, .--, te | Xe+1) ++ » Xp) is the conditional joint c.f. of x,,...,%,. It follows 
from the multivariate Inversion Theorem (4.17) that 


e= a tee f Dleaess texp(—_ 5 sit) dtyy...dty (27.8) 


If we put t, = t, =... = t, = 0 in (27.8), we obtain, since ¢, then becomes equal 
to unity, 


1 Pp. 
em a] s ++ [80,.--s0,tsen- ” styesp(—_ £ itx))dtee seedy — (27.9) 
Hence, dividing (27.8) by (27.9), 
f fb seas hexp (- z its) das edt, 
Ls = < j=ke1 


deg tose : 
fof. -505 teas stomp (— z ity) tees dt 
jrke1 


This is a general result, suggested by a theorem of Bartlett (1938). 
If we now assume that the p variables are multinormal, the integrand of the 
numerator in (27.10) becomes, using the c.f. (15.20), 


P P 
exp(-t = pyt;t;—- = its) 
Ljat jokt1 


(27.10) 


k P rE 8 P 
= exp(-4,E outisexp(-4, 2 putit,)exp(-2 3: pats) exp (— zs viva) 


k P p k 
= exp (-4, = putit,) exp (~1 = puts) exp { — x it(21-13 puts) (27.11) 
Ljal jakt1 tel 


Lj=k+l 
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Now the integral with respect to ti4:,...,%, of the last two factors on the right of 
(27.11) is the inversion of the multinormal c.f. of x43,...,%, with x, measured 


, 
from the value i 2 pimgt,. This change of origins does not affect correlations. If we 
mal 


write D for the correlation matrix of x,;;,...,%, alone, this gives for the integral 
of (27.11) a constant times 


k k t 
exp(-4 >») putsti) exp {-4 y Do( xi >) a) («1 = mtn). 
Lje=l Ljak+1 m1 m1 
From (27.10) we then find 


z 
Gx (tay ++ s te] Meta +++ Xp) = exp(-4 es putts) x 
j= 


& & 
exp {-} = D¥ (5-1 = pinta) (54-4 = Pmtn) +4 E  D*x,x,}. (27.12) 
Ljek+l mal mel Ljmkt1 


Thus if of, denotes the covariance of x, and x, in the conditional distribution of 
X4) .. +, %s, and o,, their covariance unconditionally, we find, on identifying coefficients 
of t,t, in (27.12), 

Fa 
Sue = Cuo— & DY py py (27.13) 
Ljmk+1 
This is in terms of standardized initial variables. If we now destandardize, the variance 
of x, being o%, each p is replaced by its corresponding o, D¥ is replaced by the dispersion 
matrix elements D'/(c,0,;) and we have the more general form of (27.13) 


? 
Oey = Tye ES D¥ ayy 040/(0,04).- (27.14) 
Lgmk+1 
(27.14) does not depend on the values at which x,43,...,%, are fixed. 


27.7 In particular, if we fix only one variable, say x,, we have D®? = 1 and the 
conditional covariance (27.14) becomes simply 
Grea = Fue — Fyn F50/Fp = Ty Fe(Pus— Puy Pos)s (27.15) 
and if u = v we have from (27.15) the conditional variance of u 
oy = o4(1—pip); 
and the last two formulae give the conditional correlation coefficient 
Perea 05 ee 
{(1— pip) (1 — pr) }# 
another form of (27.5). 
If we fix all but two variables, say x, and x,, we have from (27.14) 


P 
Pis— 2% D¥ py pgs 
. Ljo3 


Piz.st...p = a eS ro (27.16) 
{(i- = D¥ px.pa)(1- >») D*pupn) } 
bj=8 bins 
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Inspection of (27.7) shows that the minor of p,3, namely, 


P21 | Pas Pas--+ Pep Par Pas->+ Poe 


Pos i Pos erent 1 | pps 
may be expanded by its first row and column as 


P 
pul|D|- & D¥ py Pry 
Lins 


and similarly for the minors of p11, psx. Thus (27.16) may be written 
Pie.se = a 
~P Cn’as 
which is (27.6) again. 


Linear partial regressions 

27.8 We now consider the extension of the linear regression relations of 26.7 to p 
variates. For p multinormal variates x, with zero means and variances oj, the mean 

of x, if x3,...,%, are fixed is seen from the exponent of the distribution to be 
E(e,|%--+5%5) z Ly 
% j=2 Cho 
We shall denote the regression coefficient of x, on x; with the other (p—2) variables 
held fixed by Bij23...,j-1 i+1,...7 OF, for brevity, by B1,,, where g stands for “ the 
other variables than those in the primary subscripts,” and the suffix to is to distinguish 


different q’s. The fy; are the partial regression coefficients. 
We have, therefore, 


(27.17) 


E(x, |g) ~~ +) %y) = Bing, Xat Bis Xat » ++ +B ing Xe (27.18) 
Comparison of (27.18) with (27.17) gives, in the multinormal case, 
oe 1 Cy 
Bia Prity (27.19) 
Similarly, the regression coefficient of x, upon x, with the other variables fixed is 
se 
Bag = a Gt (27.20) 


and thus, since C,; = C,,, (27.6), (27.19) and (27.20) give 
Ch 
Phin = GE = Buber (27.21) 


an obvious generalization of (26.17). (27.19) and (27.20) make it obvious that Ai, 
is not symmetric in x, and x;, which is what we should expect from a coefficient of 
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dependence. Like (27.5) and (27.6), (27.19) and (27.20) are definitions of the partial 
coefficients in the general case. 


Errors from linear regression 
27.9 We define the error(*) of order (p—1) 
X12...p = %1—E(x,|%q,..., %,)- 
It has zero mean and its variance is 
Gie...p = E(xtz...p) = E[{xi—E(x1|¥e ~~~, %5)}*), 


so that of2., is the error variance of x, about the regression. We have at once, 
from (27.18), 


P 2 
ots. = E[ {m- E fuwss} | (2722) 
P Pp P 
=E [> (« 1— © Bisa x) — %, Bias (— oe Brisas x) . (27.23) 


If we take expectations in two stages, first keeping x,, ..., X, fixed, we find that the 
conditional expectation of the second product in the right of (27.23) is zero by (27.18), 
so that 


= oj- 2 Pasa Os (27.24) 


The error variance (27.24) is independent of oe values fixed for x3,..., x, if the fi;, 
are independent of these values. The distribution of x, in arrays is then said to be 
homoscedastic (or heteroscedastic in the contrary case). This constancy of error variance 
makes the interpretation of regressions and correlations easier. For example, in the 
normal case, the conditional variances and covariances obtained by fixing a set of variates 
does not depend on the values at which they are fixed (cf. (27.14)). In other cases, 
we must make due allowance for observed heteroscedasticity in our interpretations : 
the partial regression coefficients are then, perhaps, best regarded as average relation- 
ships over all possible values of the fixed variates. 


Relations between variances, regressions and correlations of different orders 
27.10 Given p variables, we may examine the correlation between any pair when 
any subset of the others is fixed, and similarly we may be interested in the regression 
of any one upon any subset of the others. ‘The number of possible coefficients becomes 
very large as p increases. When a coefficient contains k secondary subscripts, it is 
said to be of order k. Thus p,¢.5 is of order 2, p,_. of order 1 and p,, of order zero, 
while Bj2.673 is of order 3 and 032673 is of order 4. In our H peeoeat notation, the linear 


©) This is often called a ‘residual’ in the literature, but we shall distinguish between 
errors from population linear regressions and residuals from regressions fitted to sample data. 


PARTIAL AND MULTIPLE CORRELATION 323 


regression coefficients of the last chapter, 8, and £3, would be written B,, and Bq: 
respectively and are of order zero, as is an ordinary variance o?. 

We have already seen in 27.4 and 27.7 how any correlation coefficient of order 1 
can be expressed in terms of those of order zero. We will now obtain more general 
results of this kind for all types of coefficient. 


27.11 From (27.24) and (27.19) we have 
3 20, Cy 
Cis...p = | 30,7" (27.25) 


whence 
1? 
Ote...p/t = Iba, 2 Cun 


its wo j= tel 
= Ite Ale] Cy) CG,’ 
or, using the definition of g given in 27.8, 
ot, = of CI, (27.26) 
Cu 
and similarly if 1 is replaced by any other suffix. More generally, it may be seen in 
the same way that 
COV (igs Sate) = 010m, 
Im 
which reduces to (27.26) when / = m. (27.27) applies to the case where the secondary 
subscripts of each variable include the primary subscript of the other. If, on the 
other hand, both sets of secondary subscripts exclude / and m, we denote a common set 
of secondary subscripts by r. The covariance of two errors %,,%,, is related to their 
correlation and variances by the natural extension of the definitions (26.10), (26.11) 
and (26.17), namely 


(27.27) 


cov (mtr Xm2)/' Cnr = Bimss 
COV (irs Xmr)/Chr = Bratr (27.28) 
cov (tr Xmr)/ (Sts Om2) = Pims 


agreeing with the relationship (27.21) already found. By adjoining a set of suffixes, r, 
to both variables x,, x, we simply do the same to all their coefficients. 


27.12 We may now use (27.26) to obtain the relation between error variances of 
different orders. Writing |D| for the correlation determinant of all the variables 
except x,, we have, from (27.26), 


=o! Pl 
Oig-2 c~ =h Di’ 
(where the suffix q—2 denotes the set q excluding x,) and 
(ey 
Cig = c ’ 
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whence 


f= Sl ivi. 7.29 
Ha Cy [DI aa 


Now |D| = C,, by definition, and by Jacobi’s generalized theorem on determinants 
Cu Cs) _ cD 27.30 
Co ct|=1ClDy (27.30) 
since D,, is the complementary minor of 

Pil Piz 
Pis Pes 
in C. Thus, using (27.30), (27.29) becomes 


Oty lc Cosy Che | (27.31) 


or, using (27.6), 
Gig = Fig—2(1—pie,)- (27.32) 
(27.32) is a generalization of the bivariate result given in Exercise 26.23, which in our 
present notation would be written 
031 = 03(1—pis). 
We have also met this result in the special context of the bivariate normal distribution 
at (16.46). 


27.13 (27.32) enables us to express the error variance of order (p—1) in terms of 
the error variance and a correlation coefficient of order (p—2). If we now again use 
(27.32) to express of, 2, we find in exactly the same way 

Ofe-2 a Gig-2-3(1 —Pis¢—2)- 
We may thus apply (27.32) successively to obtain, writing subscripts more fully, 
Gis...p = Of (1—pip)(1—Pie-19)(1—Pip-n.e-np)---(1—pies...g) (27.33) 
In (27.33), the order in which the secondary subscripts of 0,723...» are taken is evidently 
immaterial; we may permute them as desired. In particular, we may write for 
simplicity 


Ch? = (1—p8,)(1—phas)(1—ptass) --- (1 —pfpss..e-n) 


ot 
| 27.34 
Cu (27.34) 


by (27.26), the subscripts other than 1 in (27.34) being permutable. (27.34) enables 
us to express any error variance of order s in terms of the error variance of zero order 
and s correlation coefficients, one of each order from zero up to (s—1). 


27.14 We now turn to the regression coefficients. (27.15) may be written, for 
the covariance of x, and x, with x, fixed, 


Siep = F13—F19 559/05, 
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and if we adjoin the suffixes 3,...,(p—1) throughout, we have 
Fip.s...(p—1) %p2.3..(p—1) 27.35 
O28. p-1) ¢ ) 


Using the definition (27.28) of a regression coefficient as the ratio of a covariance to 
a variance, i.e. 


%%128...p = %123...(p—1)— 


Bg = 942/n 
we have from (27.35), writing r for the set 3,...,(p—1), 


Bizpe Crp ~ B, 12.7 6, a Bips Byas 6, 


or 

3, 
Brzgr = =~ (Bits— Bips Byts)- (27.36) 

pr 

If we put x, = x, in (27.36), we obtain 
Oi pr = o, (1 — Beps Byas) = o, (1 — Pips) (27.37) 

another form of (27.32). Thus, from (27.36) and (27.37), 
— Pine Pins Bae Pips Byte (27.38) 
~~ Peper Boer 


the required formula for expressing a regression coefficient in terms of some of those 
of next lower order. Repeated applications of (27.38) give any regression coefficient 
in terms of those of zero order. 

Finally, using (27.21), we find from (27.38) 


Pr.gr = (Biz.pr Ber.pr)! = Ta (27.39) 


which is (27.5) generalized by adjoining the set of suffixes r. 


Approximate linear partial regressions 

27.15 In our discussion from 27.8 onwards we have taken the regression relation- 
ships to be exactly linear, of type (27.18). Just as in 26.8, we now consider the question 
of fitting regression relationships of this type to observed populations, whose regressions 
are almost never exactly linear, and by the same reasoning as there, we are led to the 
Method of Least Squares. We therefore choose the fi, to minimize the sum of 
squared deviations of the observations from the fitted regression. 


" » 
Ze um 2 Bisa, *s0)s (27.40) 


where we measure from the means of the x's, and assume » > p. The solution is, 
from (19.12), 
B = (X’X)-X’x,, (27.41) 
where the matrix X refers to the observations on the (p—1) variables x,..., 5, 
and x, is the vector of observations on that variable. (27.41) may be written 
B = (nV,_,)-(" M) = V51: M, (27.42) 
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where V,_, is the dispersion matrix of x,,...,x, and M is the vector of covariances 
of x, with x, (j = 2,...,p). Thus 


P 
Base = Te lVo—mae 2743) 
Since | V,_1| is the minor V,, of the dispersion matrix V of all p variables, (Vp_1)y: is 
the complementary minor of 
1 oy i 
ley on) 


in V, so that the sum on the right of (27.43) is the cofactor of (—o,;)in V. Thus (27.43) 
becomes 


Bug = —pt = -P 4 (27.44) 


(27.44) is identical with (27.19). Thus, as in 26.8, we reach the conclusion that the 
Least Squares approximation gives us the same regression coefficients as in the case 
of exact linearity of regression. 

It follows that all the results of this chapter are valid when we fit Least Squares 
regressions to observed populations. 


Sample coefficients 

27.16 If we are using a sample of n observations and fit regressions by Least 
Squares, all the relationships we have discussed will hold between the sample coefficients. 
Following our usual convention, we shall use r instead of p, b instead of B, and s* instead 
of o* to distinguish the sample coefficients from their population equivalents. The 
b’s are determined by minimizing the analogue of (27.40) 


s P 2 
NSi23...p = = (su E besa) ? (27.45) 
= j=2 
and we have as at (27.21) 
Fa = bys dj, 
while the analogues of (27.34), (27.38) and (27.39) also hold. 


If we equate to zero the derivatives of (27.45) with respect to the b,, (which is the 
method by which we determine the 5,,), we have the (p— 1) equations 


" P 
2 ule % Pinte) =0, j=2,3,....p 
which we may write 
Ux» =0, f= 2,3,...,p, (27.46) 


the summation being over the observations. %,23..., is the residual from the fitted 
regression—cf. 27.9. From (27.46) it follows that 

Uxig = Lrg (%1—Vbi59,%)) = Ure ty (27.47) 
and similarly 


Dx ,Xo, = Ux px, = Ux x2,, (27.48) 
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where r is any common set of secondary subscripts. Relations like (27.47) and 
(27.48) hold for the population errors as well as the sample residuals, but we shall 
find them of use mainly in sampling problems, which is why we have expressed 
them in terms of residuals. Exercise 27.5 gives the most general rule for the omission 
of common secondary subscripts in summing products of residuals. 


Estimation of population coefficients 

27.17 As for the zero-order correlations and regressions of the previous chapter, 
we may use the sample coefficients as estimators of their population equivalents. If 
the regression concerned is linear, we know from the Least Squares theory in Chapter 19 
that any b is an unbiassed estimator of the corresponding f and that ere i) Stos...p 
is an unbiassed estimator of o723,..». However, no r is an unbiassed estimator of its p : 
we saw in 26.15-17 that even for a zero-order coefficient in the normal case, r is not 
unbiassed for p, but that the modification (26.34) or (26.35) is an unbiassed estimator. 
A result to be obtained in 27.22 will enable us to estimate any partial correlation 
coefficient analogously in the normal case. 


Geometrical interpretation of partial correlation 
27.18 From our results, it is clear that the whole complex of partial regressions, 
correlations and variances or covariances of errors or residuals is completely determined 
by the variances and correlations, or by the variances and regressions, of zero order. 
It is interesting to consider this result from the geometrical point of view. 
Suppose in fact that we have n observations on p (< 2) variates 


Bip eee y hips Keres er Maps cee 5 nape ees Maye 


Consider a (Euclidean) sample space of n dimensions. To the observations 
¥izy +++» %qx On the Ath variate, there will correspond one point in this space, and 
there are p such points, one for each variate. Call these points Q,, Q;,...,Q,. We 
will assume that the x’s are measured about their means, and take the origin to be P. 

The quantity n of may then be interpreted as the square of the length of the vector 
joining the point Q, (with co-ordinates x,,,...,%) to P. Similarly p,, may be 
interpreted as the cosine of the angle Q,PQ,,, for 


* 

= xn Xm 
Pim = Fa a ’ 

EE sn) 
(293 oS 
which is the formula for the cosine of the angle between PQ, and PQ,. 
Our result may then be expressed by saying that all the relations connecting the 

P points in the n-space are expressible in terms of the lengths of the vectors PQ, and 
of the angles between them; and the theory of partial correlation and regression is 
thus exhibited as formally identical with the trigonometry of an n-dimensional con- 


stellation of points. 
¥ 
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27.19 The reader who prefers the geometrical way of looking at this branch of 
the subject will have no difficulty in translating the foregoing equations into trigono- 
metrical terminology. We will indicate only the more important results required for 
later sampling investigations. 

Note in the first place that the p points Q, and the point P determine (except perhaps 
in degenerate cases) a sub-space of p dimensions in the n-space. Consider the point 
Qy.2...p whose co-ordinates are the n residuals x,2...,. In virtue of (27.46) the vector 
PQi2...p is orthogonal to each of the vectors PQ;,..., PQ, and hence to the space 
of (p—1) dimensions spanned by P, Q,,...,Q,. 

Consider now the residual vectors Q;,, Qe,, where r represents the secondary 
subscripts 3, 4,..., (p—1). The cosine of the angle between them, say 6, is po, 
and each is orthogonal to the space spanned by P, Q3,..., Qp-1. In Fig. 27.1, let 
M be the foot of the perpendicular from Q,, on to PQ, and Q3, a point on PQ,, 
such that Q:,M is also perpendicular to PQ,. Then MQ,, and MQ;, are orthogonal 


Qir 


Qar 


Qp 
Fig. 27.1—The geometry of partial correlation 
to the space spanned by P, Q3,...,Q,, and the cosine of the angle between them, 
say ¢, is piosp- Thus, to express pie, in terms of pi2, we have to express ¢ in terms 
of 6, or the angle between the vectors PQ,, and PQ;, in terms of that between their 
projections on the hyperplane perpendicular to PQ,. We now drop the prime in 
Q:, for convenience. By Pythagoras’ theorem, 
(Qr+Qee)* = PQ, + PQ2,—2P0,,.PO2,c0s8 
= MQi,+MQ?,—2MQ,,.MQz2,cos¢. 


POI, = PM*+MQi, 


PQ!, = PM*+MQ8, 


Further, 


and 
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and hence we find 
MQ,,MQ.,cos¢ = PQ,,PQ2,cos8—PM* 
or 
MQ,, MQe, PM PM 
=< .=<*cos¢ = cosd—-——. . 
PO: PQs, 8? PQ, POs, 


Now a and POL are the sine and cosine of the angle between PQ, and PQ,,. 
ly le 

Since PQ,, is orthogonal to the space spanned by P, Qs,..., Q,-1, its angle with 

PQ, is unchanged if the latter is projected orthogonally to that space, i.e. if we replace 

PQ, by PQ,,. The cosine of the angle between PQ,, and PQ,, is piy,, and hence 

on = Pips» ose = (1—pj,,,)!. The same result holds with the suffix 2 replacing 


1. Thus, substituting in (27.49), 


(27.49) 


= ,,PlarT Pipe Peps 

Pie = FG pi.) (1— pha)” (27.50) 
which is (27.39) again. We thus see that the expression of a partial correlation in 
terms of that of next lower order may be represented as the projection of an angle in 
the sample space on to a subspace orthogonal to the variable held fixed in the higher- 
order coefficient alone. 


Computation of coefficients 

27.20 Where there are only 3 or 4 variates, we may proceed to calculate the partial 
correlations and regressions directly from the zero-order coefficients, using the appro- 
priate one of the formulae we have derived. When larger numbers of variables are 
involved, it is as well to systematize the arithmetic in determinantal form. In effect, 
we need to evaluate all the minors of C, the correlation matrix, and then formulae 
(27.6), (27.19) and (27.26) applied to them give us the correlation and regression 
coefficients and residual (or error) variances of all orders. Now that electronic com- 
puting facilities are becoming widely available, the tedium of manual calculation can 
be avoided. 

For p small, tables of quantities such as 1—p*, (1—p*)! and {(1—p%)(1—,%)}-! 
are useful. Trigonometrical tables are also useful ; for instance, given p we can find 
6 = arccosp and hence sin® = (1—p*)!, cosec@ = (1—p*)-!, and so on. 

The Kelley Statistical Tables (Harvard U.P., 1948) give (1—p*)t for 

p = 0-0001 (0-0001) 0-9999. 


The two examples which follow are of interpretational, as well as computational, 
interest. 


Example 27.1 


In an investigation into the relationship between weather and crops, Hooker (1907) 
found the following means, standard deviations and correlations between the yields 
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of “ seeds’ hay ” (x,) in cwt per acre, the spring rainfall (x,) in inches, and the accumu- 
lated temperature above 42° F in the spring (x3) for an English area over 20 years :— 
Hy = 28:02,  o, = 4-42, pag = ++0-80, 
Ha = 491, o, = 1-10, P13 = —0-40, 
Hs = 594, o; = 85, Pes = —0°56. 


The question of primary interest here is the influence of weather on crop yields, 
and we consider only the regression of x, on the other two variates. From the correla- 
tions of zero order, it appears that yield and rainfall are positively correlated but that 
yield and accumulated spring temperature are negatively correlated. The question is, 
what interpretation is to be placed on this latter result? Does high temperature 
adversely affect yields or may the negative correlation be due to the fact that high 
temperature involves less rain, so that the beneficial effect of warmth is more than offset 
by the harmful effect of drought ? 

To throw some light on this question, let us calculate the partial correlations. 
From (27.5) we have 


pieg =z, Put PisPas a 
{(1 — pis) (1 — ps) }# 
==10:80=(— 0:40) (20:56) 
{(1 — 0-40*) (1 —0-56*) }! 
= 0-759. 
Similarly 
Piss = 0-097, pos, = —0-436. 


We next require the regressions and the error variances. We have 


— COV (1.3, %2s) 
Bizg = -— 
var X23 


13 


= Piz3-—— 
G23 


This, however, involves the calculation of o,.; and o23, which are not in themselves 
of interest. We can avoid these calculations by noting from (27.33) that 


123 = %13(1 >} 27.51 
213 = 023 (1—pies)', Gist) 
so that 
Bis = pest (27.52) 
2.13 


The standard deviations o;2; and g2;3 are of some interest and may be calculated 
from (27.33). We have 


O23 = o,{(1—pi.) (1 — pis.) }# 
= 0,{(1—pis) (1 —pies)}, 
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the two forms offering a check on each other. From the first we have 
O23 = 4:42{(1—0-8*) (1-0-0972) }# 


= 2:64. 

Similarly 

6243 = 0-594, ogi = 70-1. 
Thus 

2:64 

Biz.3 = 0°759 05047 3-37, 
and we also find 

Bis2 = 0-00364. 


The regression equation of x, on x, and x; is then 
%,—28-02 = 3-37 (x,—4-91) + 0-00364 (x3 — 594). 

This equation shows that for increasing rainfall the yield increases, and that for 
increasing temperature the yield also increases, other things being equal. It enables us 
to isolate the effects of rainfall from those of temperature and to study each separately. 
The fact that is. is positive means that there is a positive relation between yield and 
temperature when the effect of rainfall is eliminated. The partial correlations tell the 
same story. Although p,, is negative, pis. is positive (though small), indicating that 
the negative value of p,,; is due to complications introduced by the rainfall factor. 

The foregoing procedure avoids the use of determinantal arithmetic, but the latter 
may be used if preferred. (27.2) is 


1 0:80 -0-40 

|C| =] 0-80 1 — 0:56} = 0-2448, 

-0-40 -0-56 1 

1 —0:56 

Cu = | -056 1 | hee 

from which, for example, by (27.34), 
O123 = a (ily = 2-64, as before. 
wu 


Example 27.2 

In some investigations into the variation of crime in 16 large cities in the U.S.A., 
Ogburn (1935) found a correlation of —0-14 between crime rate (x,) as measured by 
the number of known offences per thousand inhabitants and church membership (xs) 
as measured by the number of church members of 13 years of age or over per 100 of 
total population of 13 years of age or over. The obvious inference is that religious 
belief acts as a deterrent to crime. Let us consider this more closely. 

If xg = percentage of male inhabitants, 

3 = percentage of total inhabitants who are foreign-born males, and 


x, = number of children under 5 years old per 1000 married women between 
15 and 44 ycars old, 
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Ogburn finds the values 
Pin = +044, pag = —0-19, 
Pis = —0°34, pas = —0°35, 
Pua = —0°31, pag = +0-44, 
Pis = —0-14, pss = +0-33, 
Pas = +0-25, pgs = +0°85. 
From these and other data given in his paper it may be shown that we have, for the 
regression of x, on the other four variates, 
%4—19-9 = 4-51 (x,—49-2) — 0-88 (x3 — 30-2) — 0-072 (x, —4814) + 0-63 (x, — 41-6), 
and for certain partial correlations 


Piss = —0-03, 
Piss = +0:25, 
Pisses = +0-23. 


Now we note from the regression equation that when the other factors are constant 
x, and x, are positively related, i.e. church membership appears to be positively 
associated with crime. How does this effect come to be masked so as to give a negative 
correlation in the coefficient of zero order py? 

We note in the first place that the correlation between crime and church membership 
when the effect of x3, the percentage of foreigners, is eliminated, is near zero. The 
correlation when x,, the number of young children, is eliminated, is positive ; and 
the correlation when both x, and x, are eliminated is again positive. It appears, in 
fact, from the regression equation that a high percentage of foreigners and a high 
proportion of children are negatively associated with the crime-rate. Now both these 
factors are positively correlated with church membership (foreign immigrants being 
mainly Catholic and more fecund). These correlations submerge the positive associa- 
tion with crime of church membership among other members of the population. The 
apparently negative association of church membership with crime appears to be due 
to the more law-abiding spirit of the foreign immigrants and the fact that they are also 
more zealous churchmen. 

The reader may care to refer to Ogburn’s paper for a more complete discussion. 


Sampling distributions of partial correlation and regression coefficients in the 
normal case 
27.21 We now consider the sampling distributions of the partial correlation and 
regression coefficients in the normal case. 
For large samples, the standard errors appropriate to zero-order coefficients 
(cf. 26.13) may be used with obvious adjustments. Writing m for a set of secondary 
subscripts, we have, from (26.24), 


Var Tem = dt pheal (27.53) 
and from (26.30) 
Fan 


var biem = 1 t= (1— phan) = : = (27.54) 
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by (27.32). The proof of (27.53) and (27.54) by the direct methods of Chapter 10 is 
very tedious. They follow directly, however, from noting that the joint distribution 
of any two errors x;,_ and %: is bivariate normal with correlation coefficient pio... 
It follows, as Yule (1907) pointed out, that the sample correlation and regressions 
between the corresponding residuals have at least the large-sample distribution of a 
zero-order coefficient. We shall see in 27.22 that in a sample of size n, the exact 
distribution of rj, is that of a zero-order correlation based on (n—d) observations, 
where d is the number of secondary subscripts in m. However, since (27.53) and 
(27.54) are correct only to order n-!, we need not adjust them by this small factor. 


27.22 Consider now the geometrical representation of 27.18-19. Suppose that 
we have three vectors PQ,, PQs, PQs, representing n observations on x, %3, x3. As 
we saw in 27.19, the partial correlation 7:25 is the cosine of the angle between PQ, 
and PQ, projected on to the subspace orthogonal to PQs, which is of dimension (#— 1). 
If we make an orthogonal transformation (i.e. a rotation of the co-ordinate axes), the 
correlations, being cosines of angles, are unaffected ; moreover, if the original observa- 
tions on the three variables are independent of each other, the n observations on the 
orthogonally transformed variables will also be. (This is a generalization of the result 
of Examples 11.2 and 11.3 and of 15.27 for independent x,, x, %3, and its proof is left 
for the reader as Exercise 27.7 ; it is geometrically obvious from the radial symmetry 
of the standardized multinormal distribution.) If PQ, is taken as one of the new 
co-ordinate axes in the orthogonal transformation, the distribution of 7123 is at once 
seen to be the same as that of a zero-order coefficient based on (n—1) independent 
observations. By repeated application of this argument, it follows that the distribution 
of a correlation coefficient of order d based on n observations is that of a zero-order 
coefficient based on (n—d) observations : each secondary subscript involves a projec- 
tion in the sample space orthogonal to that variable and a loss of one degree of freedom. 
The result is due to Fisher (1924a). 

The results of the previous chapter are thus immediately applicable to partial 
correlations, with this adjustment. If d is small compared with n, the distribution 
of partial correlations as m increases is effectively the same as that of zero-order 
coefficients, confirming the approximation (27.53) to the standard error. 

It also follows for partial regression coefficients that the zero-order coefficient 
distribution (16.86) persists when the set m of secondary subscripts is adjoined through- 
out, with replaced by (n—d). In particular, the “ Student’s ” distribution of (26.38) 
becomes, for the regression of x, on x3, that of 


t = (brem— Pian) dn Pe : (27.55) 


with (n —d—2) degrees of freedom. If the set m consists of all (p—2) other variates, 
there are (n—p) degrees of freedom. Since the regression coefficients are functions of 
distances (variances) as well as angles in the sample space, the distribution of 5,, itself, 
unlike that of r, is not directly preserved under projection with only degrees of freedom 
being reduced ; the statistics sim, SZm in (27.55) make the necessary “ distance ” 
adjustments for the projections. 
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The multiple correlation coefficient 

27.23 The variance in the population of x, about its regression on the other variates 
(27.18) is a72...p, defined in 27.9. We now define the multiple correlation coefficient(*) 
Riz...) between x, and xy,..., x, by 

1- Rie...) = Si2...p/0%. (27.56) 
From (27.56) and (27.34), 
O<R <1. 

We shall define R as the positive square root of R*: it is always non-negative. R is 
evidently not symmetric in its subscripts, and it is, indeed, a measure of the dependence 
of x, upon %3,..., %,. 

To justify its name, we have to show that it is in fact a correlation coefficient. We 
have, from 27.9, 


Giz...» = E(xite...»)s (27.57) 
and by the population analogue of (27.47), 
E(i2...9) = E(*:%12...»)- (27.58) 
(27.57) and (27.58) give, since E(x,2...p) = 0, 
Oe...» = Var (X2...p) = COV(%1, Xi2...p)- (27.59) 


If we now consider the correlation between x, and its conditional expectation 
E(x,|%a)--- 5%) = %1—-H12...p 
we find that this is 
cov (1, %1—*12...p) Var #1; — COV (%1, X12...p) 
{var x, var (x;—%12.. a [var x, {var x,+varx,2..»—2c0v (x1, X12...» }]!” 
and using (27.59) this is 
Of-Ciz... i iz...p\t 

{ot (G?—of2..»)}* -{ “af 7 Bice. (27.60) 
by (27.56). Thus Ri...» is the ordinary product-moment correlation coefficient 
between x, and the conditional expectation E(x,|x_,...,%,). Since the sum of squared 
errors (and therefore their mean o7.2...,) is minimized in finding the Least Squares 
regression, which is identical with E (x,| xs, ..., x5) (cf. 27.15), it follows from (27.60) 
that R,2._.») is the correlation between x, and the “‘ best-fitting ” linear combination 
of xg,...,%,. No other linear function of x,,..., x, will have greater correlation 
with x,. 


27.24 From (27.56) and (27.34), we have 


1-Rie.. ea gO —pha)(I—phas) .--(I—plpas.ute-n) (27.61) 


(°) We use a bold-face R for the population coefficient, and will later use an ordinary capital 
R for the corresponding sample coefficient: we are reluctant to use the Greek capital for the 
population coefficient, in accordance with our usual convention, because it resembles a capital 
P, which might be confusing. 
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expressing the multiple correlation coefficient in terms of the correlation determinant 
or of the partial correlations. Since permutation of the subscripts other than 1 is 
allowed in (27.34), it follows at once from (27.61) that, since each factor on the right 
is in the interval (0, 1), 
1-Rie...» < 1—pijs 

where ,j;, is any partial or zero-order coefficient having 1 as a primary subscript. 
Thus 

Rie...) > lpia 3 (27.62) 
the multiple correlation coefficient is no less in value than the absolute value of any 
correlation coefficient with a common primary subscript. It follows that if Rie...» = 0, 
all the corresponding p,;, = 0 also, so that x, is completely uncorrelated with all the 
other variables. On the other hand, if Riie...p) = 1, at least one p,;, must be 1 also 
to make the right-hand side of (27.61) equal to zero. In this case, (27.56) shows that 
ots...» = 0, so that all points in the distribution of x, lie on the regression line, and 
x, is a strict linear function of x9,..., Xp. 

Thus Rjiz...») is a measure of the linear dependence of x; upon x,..., Xp 


27.25 So far, we have considered the multiple correlation coefficient between x, 
and all the other variates, but we may evidently also consider the multiple correlation 
of x, and any subset. Thus we define 


Rt.) = 1-2 (27.63 
1() = a 63) 


for any set of subscripts s. It now follows immediately from (27.34) that 
of, < of,, (27.64) 


where r is any subset of s: the error variance cannot be increased by the addition 
of a further variate, We thus have, from (27.63) and (27.64), relations of the type 


Ria) < Ries) < Riess < --- < Rive...p» (27.65) 
expressing the fact that the multiple correlation coefficient can never be reduced by 
adding to the set of variables upon which the dependence of x, is to be measured. 

In the particular case p = 2, we have from (27.61) 
Rive) = pies (27.66) 
so that Rj 2) is the absolute value of the ordinary correlation coefficient between x, 
and x,. 


Geometrical interpretation of multiple correlation 

27.26 We may interpret Riz...» in the geometrical terms of 27.18-19. Consider 
first the interpretation of the Least Squares regression (27.18): by 27.23, it is that 
linear function of the variables x,, ..., x» which minimizes the sum of squares (27.40). 
Thus we choose the vector PV in the (p—1)-dimensional sub-space spanned by P, 
Qs). - « »Qy, which minimizes the distance Q,V, i.e. which minimizes the angle between 
PQ, and PV. By (27.60), Rie...» is the cosine of this minimized angle. But this 
means that Rj ie...» is the cosine of the angle between PQ, and the (p—1)-dimensional 
subspace itself, for otherwise the angle would not be minimized. 
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If Rie...p) = 0, PQ, is orthogonal to the (p—1)-subspace so that x, is uncorrelated 
with x,,..., *, and with any linear function of them. If, on the other hand, 
Rig. a = 1, PQ, lies in the (p—1)-subspace, so that x, is a strict linear function of 
ns These are the results we obtained in 27.24. 

We ‘sal find this geometrical interpretation helpful i in deriving the distribution of 
the sample coefficient R,(2...») in the normal case. It is a direct generalization of the 
representation used in 16.24 to obtain the distribution of the ordinary product-moment 
correlation coefficient r which, as we observed at (27.66), is essentially the signed value 
of Rie). 


The screening of variables in investigatory work 

27.27 In new fields of research, a preliminary investigation of the relations between 
variables often begins with the calculation of the zero-order correlations between all 
possible pairs of variables, giving the correlation matrix C. If we are only interested 
in “ predicting ” the value of one variable, x,, from the others, it is tempting first to 
calculate only the correlations of x, with the others, and to discard those variables with 
which it has zero or very small correlations : this would perhaps be done as a means of 
reducing the number of variables to a manageable figure. The next stage would be to 
calculate the correlation matrix of the retained variables and the multiple correlations 
of x, on combinations of the remaining variables. 

Unfortunately, this procedure may be seriously misleading. Whilst it is perfectly 
true that the whole set of zero-order correlations completely determine the whole com- 
plex of partial correlations, it is not true that small zero-order coefficients of x, with 
other variables guarantee small higher-order coefficients, and this is so even if we ignore 
sampling considerations. Since by (27.62) the multiple correlation must be as great 
as the largest correlation of any order, we may be throwing away valuable information 
by the “screening” procedure described above. 

Consider (27.5) again : 

Pis—PisPs3_ 67 

pes = A) A) sae 

If pis and py3 OF pgs are Zero, 80 is pies: if pis = pes = 0, pi2s = Pra But py, and 
P13 can both be very small while p25 is very large. In fact, suppose that py, = 0. Then 


(27.67) becomes 
Pizs = P12/(1— pis), Pig = 0. (27.68) 


If pia is very small and p%, is very large, (27.68) can be large, too. To consider a 
specific example, let 

Pis = 0, 

Piz = cos 8, 

Pes = cos(4z— 6) =sin 6. 
Then (27.68) becomes 

Pizs = 1. 
A similar result occurs if we put 
Pas = cos($z +6), 

for then p}, is unchanged. 
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Now we may make cos 6 (or cos($z+6)) as small as we like, say «. Thus we have 


Pis = «} 
Pisa = & (27.69) 
Pizg = 1. 

Since the multiple correlation Ri (23) > | piz.3| by (27.62), we have in this case 
Ris) = 1. (27.70) 


By (27.70), x; is a perfect linear function of x, and x, despite the values of the zero- 
order coefficients in (27.69). We should clearly have been unwise to discard x, and x3 
as predictors of x, on the evidence of the zero-order correlations alone. 

It is easy to see what has happened here in geometrical terms. The vector PQ, 
is orthogonal to PQ; and almost orthogonal (making an angle @ near 4x) to PQ,, but 
all three vectors lie in the same plane, in which PQ, and PQ, are either at an angle 
(42 — 6) to each other (when cos ($2 —6) is very near 1) or at an angle (}2+6) to each 
other (when cos(42+6) is very near —1). 

We have been considering a simple example, but the same argument applies a fortiori 
with more variables, where there is more room for relationships of this kind to appear. 
The value of R depends on all the partial correlations. 

Fortunately for human impatience, life has a habit of being less complicated than 
it need be, and we usually escape the worse possible consequences of simplifying 
procedures for the selection of “ predictor ” variables ; we usually have enough back- 
ground knowledge, even in new fields, to help us to avoid the more egregious oversights, 
but the logical difficulty remains. 


The sample multiple correlation coefficient and its conditional distribution 
27.28 We now define the sample analogue of Riz...» by 


1-Rie...) = fae, (27.71) 


and all the relations of 27.23-6 hold with the appropriate substitutions of r for p, and 
s for o. We proceed to discuss the sampling distribution of R* in detail. Since, by 
27.23, it is a correlation coefficient, whose value is independent of location and scale, 
its distribution will be free of location and scale parameters. 
First, consider the conditional distribution of R? when the values of x., . 
fixed. As at (26.50) we write the identity 
nz = ns? Rie...» +nsi(1—Rie...m) 
= 2(Si—Ste...»)+MSt2..p> (27.72) 
by (27.71). If the observations on x, are independent standardized normal variates, 
so that Rie...» = 0, the left-hand side of (27.72) is distributed in the chi-squared form 
with (n—1) degrees of freedom, and the quadratic forms in x, on the right of (27.72) 
may be shown to have ranks (p—1) and (n—p) respectively. It follows by Cochran’s 
theorem (15.16) that they are independently distributed in the chi-squared form with 
these degrees of freedom and that the ratio 
Ries...n/(P-1) 
(1 Rie. nA) ee) 


soy My are 


i 
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has the F distribution with (p—1, n—p) degrees of freedom, a result first given by 
Fisher (1924b). (26.52) is the special case of (27.73) for p = 2, when Rj, = riz 
(cf. (27.66) ). 

This is another example of a LR test of a linear hypothesis. We postulate that 
the mean of the observations of x, is a linear function of (p—1) other variables, with 
(p—1) coefficients and a constant term, p parameters in all. We test the hypothesis 
that all (p—1) coefficients are zero, ie. Hy: R? = 0. In the notation of 24.27-8, 
we have k = p, r = p—1so that the F-test (27.73) has (p—1, n—p) degrees of freedom, 
as we have seen. It follows immediately from 24.32-3 that when H, is not true, 
F at (27.73) has a non-central F-distribution with degrees of freedom p—1 and n—p, 
and non-central parameter 2 = nR?, and the power properties of the LR test, given 
in Chapter 24, apply here. In particular, the test is UMP invariant by 24.36-7. 


The multinormal (unconditional) case 

27.29 If we now allow the values of x,,..., x, to vary also, and suppose that we 
are sampling from a multinormal population, we find that the distribution of R? is 
unchanged if R? = 0, but quite different otherwise from that of R? with x3,...,x, 
fixed. Thus the power function of the test of R* = 0 is different in the two cases, 
although the same test is valid in each case. As n —> 00, however, the results are 
identical in both situations. 

We derive the multinormal result for R? = 0 geometrically, and proceed to gener- 
alize it in 27.30. 

Consider the geometrical representation of 27.26. R is the cosine of the angle, 
say 0, between PQ, (the x,-vector) and the vector PV, in the (p—1)-dimensional space 
S,- of the other variables, which makes the minimum angle with PQ,. If the parent 
R = 0, x, is, since the population is multinormal, independent of x, ..., xy, and the 
vector PQ, will then, because of the radial symmetry of the normal distribution, be 
randomly directed with respect to S,_;, which we may therefore regard as fixed in the 
subsequent argument. (We therefore see how it is that the conditional and uncon- 
ditional results coincide when R? = 0.) 

We have to consider the relative probabilities with which different values of 6 
may arise. For fixed variance s}, the probability density of the sample of n observa- 
tions is constant upon the (n—2)-dimensional surface of an (n—1)-dimensional 
hypersphere. If @ and PV are fixed, PQ, is constrained to lie upon a hypersphere of 
(n—2)—(p—1) = (n—p—1) dimensions, whose content is proportional to (sin6)"-?-! 
(cf. 16.24). Now consider what happens when PV varies. PV is free to vary within 
S,-1, where by radial symmetry it will be equiprobable on the (p—2)-dimensional surface 
of a (p—1)-sphere. This surface has content proportional to (cos6)?-*. For fixed 6, 
therefore, we have the probability element (sin 6)"-®-" (cos 6)®-?d0. Putting R = cos6, 
and d@ = d(R*)/{R(1—R?)}, we find for the distribution of R? the Beta distribution 


dF oc (R%)?-9(1— R)M-P-2d(R2), OS RPC 1. (27.74) 


The constant of integration is easily seen to be The trans- 


1 
; Bt (p—1), ¥(n—p)¥ 
formation (27.73) applied to (27.74) then gives us exactly the same F-distribution as 
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that derived for x,,..., x, fixed in 27.28. When p = 2, (27.74) reduces to (16.62), 
which is expressed in terms of dR rather than d(R°). 


27.30 We now turn to the case when R # 0. The distribution of R in this case 
was first given by Fisher (1928a) by a considerable development of the geometrical 
argument of 27.29. We give a much simpler derivation due to Moran (1950). 

‘We may write (27.61) for the sample coefficient as 

1-Rie...» = (1-7:)(1-T?), (27.75) 
say, where T is the multiple correlation coefficient between x, 2 and x9, X42, -- +5 %p2- 
Now Rj @...p) and the distribution of Ri...» are unaffected if we make an orthogonal 
transformation of x,,..., %» 80 that x, itself is the linear function of x,,..., x, which 
has maximum correlation with x, in the population, i.e. p33 = Rie...» It then follows 
from (27.61) that 

Pine = Plsss = --- = Pip.2s...(p—1) =0, (27.76) 
and since subscripts other than 1 may be permuted in (27.61), it follows that all partial 
coefficients of form pij2, = 0. Thus x,2 is uncorrelated with (and since the variation 
is normal, independent of) x32, x42,..- 5 %p2, and T in (27.75) is distributed as a 
multiple correlation coefficient, based on (— 1) observations (since we lose one dimen- 
sion by projection for the residuals), between one variate and (p—2) others, with the 
parent R = 0. Moreover, T is distributed independently of r,,, for all the variates 
Xj are orthogonal to x, by (27.46). Thus the two factors on the right of (27.75) are 
independently distributed. The distribution of 7,,, say f,(r), is (16.60) with 
p = Rye...» integrated for B over its range, while that of T*, say f,(R*), is (27.74) 
with n and p each reduced by 1. We therefore have from (27.75) the distribution 


of R? 
a f(is jn wim 


which, dropping all suffixes for convenience, is 


_ ¢ -2) 2)4(n—1 . 2)bin—4) [> ap 
= Sarge | ol anges 


‘«{eu@=a ie (ae) Cee) aaa 


A i= 

= 2) L- RYO MA RYO PDR) (Foe nye-of (7 BB 

lei BUDA dn oak py] 
(27.78) 


If in (27.78) we put r = Rcos y and write the integral with respect to 8 from — © to 0, 
dividing by 2 to compensate for this, we obtain Fisher’s form of the distribution, 


— __TG)d-R ye) | piece 
dF = al G(p-2 GG py)” »(1— Ra) »d(R*) 


y sint-*y{ j . er oa (27.79) 


340 THE ADVANCED THEORY OF STATISTICS 


27.31 The distribution (27.79) may be expressed as a hypergeometric function. 
Expanding the integrand in a uniformly convergent series of powers of cos y, it becomes, 
since odd powers of cos y will vanish on integration from 0 to x, 


2 (n+2j—2\ sin? pcos” 
z ( 3 ) aan pecae (RR 
and since 
[ costysin?-* pay = B{t(p—2), (2 +1)} 
and 


° ap _ : 
[eae = Bi, $(n+2j-1)}, 
the integral in (27.79) becomes 


2 (n+2j-2 . ‘ 
E (OP )2ae-2. 42+) 20, 1+ 3)—-DRRY, 
and on writing this out in terms of Gamma functions and simplifying, it becomes 


a0 {4( p—2)}T {3 (n—1)} as x ~1), R®R? 
= OPA GL DE FAG 4-1), H(P-1), REY. 27.80) 


Substituting (27.80) for the integrand in (27.79), we obtain 


aF = (RKP (1 Rayie-#-? d(RP) (1—R%)- FG (n—1), 


“BU (p-1), 4(@-9)} 
$(n-1),4(p-1), R*R}. (27.81) 
This unconditional distribution should be compared with the conditional distribution 
of R?, easily obtained from the non-central F distribution in 27.28, given in Exercise 
27.13. Exercise 27.14 shows that as »—> oo, both yield a non-central z* distribution 
for nR2. 

The first factor on the right of (27.81) is the distribution (27.74) when R = 0, the 
second factor then being unity. When p = 2, (27.81) is not so rapidly convergent a 
series for r* as (16.66) is for r, and generally it converges slowly, for the first two argu- 
ments in the hypergeometric function are $(n—1). In the search for a more rapidly 
convergent expression, we are tempted to substitute for the integral with respect to 
B in (27.78) the expression (16.65), which is 

ap B(}, n-1) = 
» (cosh B— Rr ~ 241 — Rye {4 4, 2-4, 3(1+Rr)}, 


and since F(a, 6, c, x) = (1—x)-*-’ F(c—a, c—b, ¢, x) this is 
= 2G. 5) Fe, n—1,n—4,3(1+Rr)}. (27.82) 


But when we substitute (27.82) into (27.78), the integration with respect to r does 
not seem to lead to any more tractable result than (27.81). 
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The moments and limiting distributions of R* 
27.32 It may be shown (cf. Wishart (1931)) that the mean value of R* in the 
multinormal case is 


E(R*) = 1-"=Fa— —R)F{1, 1, }(n+1), R*}, 


(27.83) 
ms 2(n— 
= RES ay ma—m+0(5) 
In particular, when R* = 0, (27.83) reduces to 
E(R| Rt = 0) = — (27.84) 

also obtainable directly from (27.74). 

Similarly, the variance may be shown to be 
var (R*) = @—P)(*-P+2) 4 _ Ras F(2, 2, 4 (n+3), R)— {E(R4)-1}* (27.88) 


(*-1) 


= Py (t—Rey [209-1 + POD HHO}, 0 (RNY, 
(27.86) 


(27.86) may be written 


1) = SR RP) (1 
var (RY) = A a +0 () (27.87) 


so that if R* #0 


var (R) ~ 4R?(1—R)*/n. (27.88) 
But if R* = 0, (27.87) is of no use, and we return to (27.86), finding 
var(R*) = oe ~ 2(p—1)/nt, (27.89) 


the exact result in (27.89) being obtainable from (27.74). 


27.33 The different orders of magnitude of the asymptotic variances (27.88) and 
(27.89) when R # 0 and R = 0 reflect the fundamentally different behaviour of the 
distribution of R? in the two circumstances. Although (27.84) shows that R® is a 
biassed estimator of R*, it is clearly consistent; for large n, E(R*)—> R* and 
var(R?)—>0. When R <0, the distribution of R? is asymptotically normal with mean 
R* and variance given by (27.88) (cf. Exercise 27.15). When R = 0, however, R, 
which is confined to the interval (0, 1), is converging to the value 0 at the lower extreme 
of its range, and this alone is enough to show that its distribution is not normal in 
this case (cf. Exercises 27. 14-15). It is no surprise in these circumstances that its 
variance is of order n-*: the situation is analogous to the estimation of a terminal of a 
distribution with finite range, where we saw in Exercises 14.8, 14.13, 14.16 that variances 
of order n-* occur. 
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The distribution of R behaves similarly in respect of its limiting normality to that 
of R*, though we shall see that its variance is always of order 1/n. 
One direct consequence of the singularity in the distribution of R at R*? = 0 should 
be mentioned. It follows from (27.88) that 
varR ~ (1—R*)*/n, (27.90) 
which is the same as the asymptotic expression for the variance of the product-moment 
correlation coefficient (cf. (26.24) ) 
varr ~ (1—p*)?/n. 
It is natural to apply the variance-stabilizing 2-transformation of 16.33 (cf. also Exercise 
16.18) to R also, obtaining a transformed variable z = ar tanh R with variance close 
to 1/n, independent of the value of R. But this will not do near R = 0, as Hotelling 
(1953) pointed out, since (27.90) breaks down there; its asymptotic variance then 
will be given by (27.84) as 
varR = E(R*)— {E(R)}* ~ (p—1)/2, (27.91) 
as against the value 1/n obtained from (27.90). For p = 2 (when R = |r]), all is 
well, Otherwise, we may only use the z-transformation of R for values of R bounded 
away from zero. 


Unbiassed estimation of R* in the multinormal case 
27.34 Since, by (27.83), R® is a biassed estimator of R*, we may wish to adjust it 
for the bias. Olkin and Pratt (1958) show that an unbiassed estimator of Rie. >) is 


ix 1-2 1-Rie..n) FUL 1, 4(n—p +2), 1—Rhe...ns (27:92) 


where n > p > 3. 1 is the unique unbiassed function of R® since it is a function of 
the complete sufficient statistics. (27.92) may be expanded into series as 


-3 2(n—-3) (3 )} 
t= Rt-P—(1-R 1-R)+0(_)}, 27.93 
Aime (Cer aa as 
whence it follows that t < R*. If R® = 1,¢=1also. When R? is zero or small, on 
the other hand, ¢ is negative, as we might expect. We cannot find an unbiassed 
estimator of R? (i.e. an estimator whose expectation is R* whatever the true value of R*) 
which takes only non-negative values, even though we know that R? is non-negative. 
We may remove the absurdity of negative estimates by using as our estimator 
; t’ = max(t, 0) (27.94) 
but (27.94) is no longer unbiassed. 
27.35 Lehmann (1959) shows that for testing R* in the multinormal case, tests 


based on R* are UMP among test statistics which are invariant under location and scale 
changes. 
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EXERCISES 


27.1 Show that 
Basie Puratanwr + Bipss...(p—1 Byess...(p-1), 
— Bips...(p—1) Bpi.2s...(p-1) 
and that 
P12.36...pt Pip.23...(p—1) Pop.l3...(p—1)_, 
{C1 —pipss...cp—0) (1 papas...p—0)}* 
(Yule, 1907) 


P12.34...(p—1) = 


27.2. Show that for p variates there are (8) correlation coefficients of order zero 
and (?>7)(8) of order s. Show further that there are (2)2°-* correlation co- 
efficients altogether and (2)22 regression coefficients. 


27.3 If the correlations of zero order among a set of variables are all equal to p, 
a 


show that every partial correlation of the sth order is equal to ———. Gta)" 


27.4 Prove equation (27.27), and show that it implies that the coefficient of x; xm in 
the exponent of the multinormal distribution of x1, %g, . - - » Xp is 1/cov (21.9) %m.qn)- 


27.5 Show from (27.46) that in summing the product of two residuals, any or all 
of the secondary subscripts may be omitted from a residual all of whose secondary sub- 
scripts are included among those of the other residual, i.e. that 

Vastu Het = UA sturee = UX awry 
but that 
Vx ture F UX en Peat, 
where s, t, u are sets of subscripts. 
(Chandler, 1950) 


27.6 By the transformation 


y= *y 
Ya = *215 
Ys = *3.21, 
etc., 
show that the multivariate normal distribution may be written 
1 xT 931, hie 
dF = evi ted (4+ or ee -) basa deas. oe 


so that the residuals x,, x21,... are independent of each other. Hence show that any 
two residuals x;, and x;, (where r is a set of common subscripts) are distributed in the 
bivariate normal form with correlation pj,. 


27.7 Show that if an orthogonal transformation is applied to a set of » independent 
observations on p multinormal variates, the transformed set of n observations will also be 
independent. 

Zz 
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3 27.8 For the data of Tables 26.1 and 26.2, we saw in Example 26.6 and Exercise 26.1 
that 
113 = 0:34, 17, = 0-07, 
where subscripts 1, 2, 3 refer to Stature, Weight and Bust Girth respectively. Given 
also that 
Te3 = 0°86 

show that 

Ris) = 0-80, 
indicating that Bust Girth is fairly well determined by a linear function of Stature and 
Weight. 


27.9 Show directly that no linear function of xs, ..., +» has a higher correlation 
with x, than the Least Squares estimate of x,. 


27.10 Establish (27.83), the expression for E(R*). 
(Wishart, 1931) 


27.11 Establish (27.85), the expression for var (R*). 
(Wishart, 1931) 


27.12 Verify that (27.92) is an unbiassed estimator of R*. 


27.13 Show from the non-central F-distribution of F at (27.73) when R*® + 0, that 
the distribution of R* in this case, when x3,..., Xp are fixed, is 


OB Gp Tap) Rr ARP B aR exp (— Hn) 
$ T1429 T GO-D) 4O-—RRY 


* MoT a—1) T @-142/)} ho 
(Fisher, 1928a) 


27.14 Show from (27.81) that for 2 —» 0, p fixed, the distribution of nR? = B? is 
(B43 (7-3) Bt 
= F0-0F G(p=D } OP FP) 
# Bt (FB 
14+——_ + a(B*), 
<{ (@=1)-2* (p-1)(p+1).2.4* +} al 
where f* = nR?, and hence that nR* is a non-central 7° variate of form (24.18) with 


» = p—1,2=nR*. Show that the same result holds for the conditional distribution of 


nR*, from Exercise 27.13. 
(Fisher, 1928a) 


27.15 In Exercise 27.14, use the c.f. of a non-central y* variate given in Exercise 24.1 
to show that as n—> 00 for fixed p, R* is asymptotically normally distributed when 
R #0, but not when R = 0. Extend the result to R. 


27.16 Show that the distribution function of R* in multinormal samples may be 
written, if n—p is even, in the form 
Hm2-OT {4 (p—1425) } (a—Ry 
—R)h"--1) Rp- 1 LAY dee 
Coe GD) (RERIO Ue87 
x F{-j,-4(n—p),(p—1),R* RY}. 
(Fisher, 1928a) 
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27.17 Show that in a sample (x,, . . . , ¥n) of one observation from an n-variate multi- 
normal population with all means y, all variances o* and all correlations equal to p, the 
statistic 


ee. Gr fr, 1-p 
3 cer-ar/ingn—yy UFO“ 
has a “ Student’s” ¢-distribution with (s—1) degrees of freedom. When p = 0, this 


reduces to the ordinary test of a mean of m independent normal variates. 
(Walsh, 1947) 


27.18 If xo, X1, ..-, Xn are normal variates with common variance 2*, x,, ..-, Xn 
being independent of each other and x, having zero mean and correlation 2 with each 
of the others, show that the » variates 

Ht = M—- axe, ee Fey eee 
are multinormally distributed with all correlations equal to 
p = (a*-2a4)/(1+a*— 2a) 
and all variances equal to 
o* = a?/(1—p). 
(Stuart, 1958) 


27.19 Use the result of Exercise 27.18 to establish that of Exercise 27.17. 
(Stuart, 1958) 


CHAPTER 28 
THE GENERAL THEORY OF REGRESSION 


28.1 In the last two chapters we have developed the theory of linear regression 
of one variable upon one or more others, but our main preoccupation there was with 
the theory of correlation. We now, so to speak, bring the theory of regression to the 
centre of the stage. In this chapter we shall generalize and draw together the results 
of Chapters 26 and 27, and we shall also make use of the theory of Least Squares 
developed in Chapter 19. 

When discussing the regression of y upon one or more variables x, it has been 
customary to call y a “dependent” variable and x the “ independent” variables. 
This usage, taken over from ordinary algebra, is a bad one, for the x-variables are not 
in general independent of each other in the probability sense ; indeed, we shall see 
that they need not be random variables at all. Further, since the whole purpose of a 
regression analysis is to investigate the dependence of y upon x, it is particularly con- 
fusing to call the x-variables “independent.” Notwithstanding common usage, 
therefore, we shall follow some more recent writers, e.g. Hannan (1956), and call x the 
regressor variables (or regressors, for short). 

We first consider the extension of the analytical theory of regression from the linear 
situations discussed in Chapters 26 and 27. The distinguishing feature of the analytical 
theory is that knowledge of the joint distribution of the variables, or equivalently of 
their joint characteristic function, is assumed. 


The analytical theory of regression 
28.2 Let f(x,y) be the joint frequency function of the variables x, y. Then, for 
any fixed value of x, say X, the mean value of y is defined by 


EX) = ["_ 9f(Xr)ay/["_ fray. (28.1 


(28.1) is the regression (curve) discussed in 26.5; it gives the relation between X and 
the mean value of y for that value of X, which is a mathematical relationship, not a 
probabilistic one. 

We may also consider the more general regression (curve) of order r, defined by 


wis = EX) = J" ttene /[" sere, (28.2) 

which expresses the dependence of the rth moment of y, for fixed X, upon X. Similarly 
Bex = E[{y—E(y|X)}¥ 1X] 

= [7 G-201ee/ |" Fer)4 283) 


gives the dependence of the central moments of y, for fixed X, upon X. 
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If r = 2 in (28.3), it is called the scedastic curve, giving the dependence of the 
variance of y for fixed X upon X. If r = 3, we have the clitic curve and if r = 4 the 
kurtic curve.(°) ‘These are not, in fact, in common use. The regression curve of out- 
standing importance is that for ry = 1, which is (28.1); so much so, that whenever 
“regression ” is mentioned without qualification, the regression of the mean, (28.1), 
is to be understood. 

As we saw in 26.5, we are sometimes interested in the regression of x upon y as 
well as that of y upon x. We then have the obvious analogues of (28.2) and (28.3), 
and in particular that of (28.1). 


ir = E(el¥) = ["_ sf(w¥yae/(” f(s¥)de. (28.4) 


28.3 Just as we can obtain the moments from a c.f. without explicitly evaluating 
the frequency function, so we can find the regression of any order from the joint c.f. 
of x and y without explicitly determining their joint f.f., f(x,y). Write 


f(y) = &(x)-Ae(¥), (28.5) 
where g(x) is the marginal distribution of x and h,(y) the conditional distribution of 
y for given x.(t) The joint c.f. of x and y is 


#(tvts) =" [” explitietitay)e )ha(y)aedy (28.6) 


= [7 exp lit, )e(2)be(ts) dx 28.7) 
where 
tu(te) = [" exp (ites) he oda 


is the conditional c.f. of y for given x. If the rth moment of y for given x is y;,, a8 
in 28.2, we have 


tue = [Foleo] (28.8) 
and hence, from (28.7) and (28.8), 
[Fee a =f" explitss)e(s)aieds. (28.9) 


Hence, by the Inversion Theorem (4.3), 
» _(-i [? = ca | 
EG) Aa ae | elie) agg? (tu ta) Lene (28.10) 


(28.10) is the required expression, from which the regression of any order may be 
written down. 


(*) Although, so far as we know, such a thing has never been done, it might be more advan- 
tageous to plot the cumulants of y, rather than its moments, against X. 
(1) We now no longer use X for the fixed value of x. 
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From (28.10) with r = 1, we have 


eae = 52 [° exp(- ina) [2 btu] dt. (28.11) 


28.4 If all cumulants exist, we have the definition of bivariate cumulants at (3.74) 


prs oo( Fol 


r! ssi 
where xg is defined to be equal to zero. Hence 


Pe acon SE 


= §$ (4,0), z nt 8 (28.12) 
In virtue of (28.12), (28. ") becomes 
09) = ze [”exP(—its)6 (600) Bena, (28.13) 


and if the interchange of integration and summation opeeebins is permissible, (28.13) 
becomes 


eile = x EHH |” trexp(—it.2) $ (ty 0) dy (28.14) 
Since, by the Inversion Theorem, 
(2) = gf exP(—i.2) 6 (tO) dy 
we have, subject to existence conditions, 
(Dye) = (1 Se) = Ef” exp (—its2)6(tn0)dty (28.15) 
Using (28.15), (28.14) becomes 


g(2)uie = & T(—DYa(@)- (28.16) 

Thus, for the regression of the mean of y on x, we have 
= el-D¥ eG) ‘ 
Mi = = at eG)” (28.17) 


a result due to Wicksell (1934). (28.17) is valid if cumulants of all orders exist and if 
the interchange of integration and summation in (28.13) is legitimate ; this will be 
so, in particular, if g(x) and all its derivatives are continuous within the range of x and 
zero at its extremes. 

If g(x) is normal and standardized, we have the particular case of (28.17) 


wie & SH, (2), (28.18) 
r=0 
where H,(x) is the ‘Tchebycheff-Hermite polynomial of order r, defined at (6.21). 
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Example 28.1 


For the bivariate normal distribution 


md lace | rr eer Al 
Oo; Oy Oy 
the joint c.f. of =e and ws is (cf. Example 15.1) 

1 2 


$ (tuts) = exp{—}(H+8+2pt,t,)}, 

whence 

Ko. = 0, 

Kn = 0, r> 1, 
so that 

11 ?P 
is the only non-zero cumulant in (28.17). ‘The marginal distribution g(x) is standard 
normal, so that (28.17) becomes (28.18) and we have, using (6.23), 
His = «1H, (x) = px. 

This is the regression of (y—j3)/o, on (x—,)/o,. If we now de-standardize, we 
find for the regression of y on x, 


E(y|*)-4s = ie 4) 


a more general form of the first equation in (16.46), which has x and y interchanged 
and 4, = fy = 0. 


Example 28.2 
In a sample of 2 observations from the bivariate normal distribution of the previous 
example, consider the joint distribution of 
w= 43 (emo and 0 = 43 (y—ma)/0h 
The joint c.f. of u and v is easily found from Example 26.1 to be 
$ (tats) = {(1—61)(1—64)—?6,0,}-#", (28.19) 


where 6, = it,, 6, = it, The joint f.f. of z and v cannot be expressed in a simple 
form, but we may determine the regressions without it. From (28.19), 

Fb (tuts) re - » (1-(1-)6,)° 

[ are , os iv WE eno it (§n+r—1) (i-6 yer - (28.20) 
Thus, from (28.10) and (28. “ 


aha) pn = (Instr —1) 2 [" exp(—0,u) AACE OMe, a.2t 
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Now, from the a of hes c.f. in Example ey 
© exp(—614) yo 1) owas, 
ae ee 
while the marginal eae &(u) is (cf. (11.8)) 


g(u) = F wo 
Substituting into (28.21), we find, putting r = 1,2 successively, 
wig = anf et +(1—p)} = phot in(1—2) (28.22) 
and 
He = Im(dn +1) {oh Ge gq) ttl —P) ga +o} 
= ptot+2p*(1—p*)o(4n+1)+(1—p")*4n(4n+1), 
so that 


Hav = 20 (Hie)* = (1—p*) {2p + 4n(1 — p*)*}. (28.23) 
(28.22) and (28.23) indicate that the regressions upon v of both the mean and variance 
of u are linear. 


Criteria for linearity of regression 
28.5 Let w(t:,t,) = logd(t,,t,) be the joint c.g.f. of x and 3. We now prove: 
if the regression of y upon x is linear, so that 


Biz = E(y|*) = Bot Bix, Paes) 
then 
[ee] ster Ee, (28.25) 


and conversely, if the marginal distribution g(x) is complete, (28.25) is sufficient as 
well as necessary for (28.24). 
From (28.9) with r = 1, we have, using (28.24), 


[eee]. tf” penne Got Bradae (28.26) 


= £Bo$ (tv 0)+ Bs 57-6 (tu 0). (28.27) 


Putting y = log¢ in (28.27), and dividing through by 4(t,,0), we obtain (28.25). 
Conversely, if (28.25) holds, we rewrite it, using (28.9), in the form 


i [” exp (its) (Bo Bis—nin)e(s) de = 0. (28.28) 
We now see that (28.28) implies 
exp (it, x)(Bo+P1x—piz) = 0 (28.29) 


identically in x if g(x) is complete, and hence (28.24) follows. 
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28.6 If all cumulants exist, (28.25) gives, on using (28.12) 


=, Gt) _ ae (22) 
Zien rl Bot Bi & 0 G@—Il (28.30) 
Identifying coefficients of #” in (28.30) gives 
(7 =0) Ko = Bot Bitior (28.31) 


as is obvious from (28.24) ; 

(P21) key = Br kr+1,0 (28.32) 
The condition (28.32) for linearity of regression is also due to Wicksell. (28.31) and 
(28.32) together are sufficient, as well as necessary, for (28.25) and thence (given the 
completeness of g(x), as before) for the linearity condition (28.24). 

If we express (28.25) in terms of the c.f. ¢, instead of its logarithm y, as in (28.27), 
and carry through the process leading to (28.32), we find the analogue of (28.32) for 
the central moments, 

Bri = Bibr+1,0 (28.33) 
Tf the regression of x on y is also linear, of form 
x = Bot Biy, 
we shall also have 
ky = Biko 72 i. (28.34) 
When r = 1, (28.32) and (28.34) give 
11 = Bikso = Bi Kom 
whence 
BiB, = *in/(e20%03) =P, (28.35) 
which is (26.17) again, p being the correlation coefficient between x and y. 


28.7 We now impose a further restriction on our variables: we suppose that the 
conditional distribution of y about its mean value (which, as before, is a function of 
the fixed value of x) is the same for any x, i.e. that only the mean of y changes with x. 
We shall refer to this restriction by saying that y “has identical errors.” There is 
thus a variate e such that 


Y=Mste. (28.36) 
In particular, if the regression is linear (28.36) is 
y = Bot Bixte. (28.37) 
If y has identical errors, (28.5) becomes 
SHY) = EAE) (28.38) 


where h is now the conditional distribution of e«. Conversely, (28.38) implies identical 
errors for y. 

The corresponding result for c.f.s is not quite so obvious: if the regression of 
y on x is linear with identical errors, then the joint c.f. of x and y factorizes into 


(tits) = be (ti tte Bs) bn (te) exp (its Bo); (28.39) 
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the suffixes to ¢ denoting the corresponding f.f.s. To prove (28.39), we note that 


#vte) = [[explits+itay)f(ey)dedy 
= [Jexplinx tits ot Bixte)}e(e)h(e)dede 


= [exp (il +tsBd=}e(2)as f exp(itze)h(e)de.exp(it,B,) (28.40) 


and (28.39) is simply (28.40) rewritten. Note that if 8, = 0, (28.39) shows that x and 
y are independent : linearity of regression, identical errors and a zero regression coeffi- 
cient imply independence, as is intuitively obvious. 


A characterization of the bivariate normal distribution 

28.8 We may now prove a remarkable result : if the regressions of y on x and of 
x on y are both linear with identical errors, then x and y are distributed in the bivariate 
normal form unless (a) they are independent of each other, or (b) they are functionally 
related. 

Given the assumptions of the theorem, we have at once, taking logarithms in (28.39), 


(tr ta) = Yo(tittsB1)+pa(te) tits Bo (28.41) 
and similarly, from the regression of x on y, 
(taste) = vy (tat tr Bi) + yar (ta) + its Bo» (28.42) 


where primes are used to distinguish the coefficients and distributions from those in 
(28.41). Equating (28.41) and (28.42), and considering successive powers of t, and ts, 
we find, denoting the rth cumulant of g by «,9, that of g’ by xo,, that of hk by A, and 
that of h’ by Agr: 


First power : 
rot (titty Bs) +Arotta tits Bo = Kort (te tts Bi) +Aoitti tits Bor 

or, equating coefficients of t, and of t,, 

Kyo = Ko1BitAoit Bor (28.43) 

10BitArot Bo = Kor (28.44) 
In point of fact, we may quite generally assume that the errors have zero means, for, 
if not, the means could be absorbed into By or Bj. If we also measure x and y from 
their means, (28.43) and (28.44) give 

Bo = Bo = 9, (28.45) 

as is obvious from general considerations. 


Second power : 
Ka0(ti tts Bs)? +AsotS = Koo (tat ts Bi)*+Aosti, 
which, on equating coefficients of #7, t,t, and ¢ gives 
20 = Ko2(Bi)*+Aoss (28.46) 
Keo By = Kor Bi, (28.47) 
Kao Bi +220 = Koo (28.48) 
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(28.46-8) give relations between g, h, g’ and h’; in particular, (28.47) gives the ratio 
B,/B, as equal to xo:/keo, the ratio of parent variances. 


Third power : 
Kao {8(t1+t281)}8+Aso(éts)® = Kos {t(tet+t1 Bi) }°+2oa(Ft1)*. 

The terms in #t, and ¢,#2 give us 

3081 = Xos(B3)* (28.49) 

30 Bi = Kos B;. (28.50) 
Leaving aside temporarily the possibilities that B,,8; = 0 or 6,8, = 1, we see that 
otherwise (28.49) and (28.50) imply x39 = xo3 = 0. Similarly, if we take the fourth 
and higher powers, we find that all the higher cumulants «,o, xo, must vanish. Then 
it follows from equations such as those obtained from the terms in #, 3 in the third- 
power equation, namely 

K30 = Ko3(B,)> + Ao 
Ks0BitAso = Kos, 

that the cumulants after the second of h, h’ also must vanish. Thus all the distributions 
gh, g’, h’ are normal and from (28.41) or (28.42) it follows that y(t, t) is a quadratic 
in t,,t,, and hence that x,y are bivariate normally distributed. 

In the exceptional cases we have neglected, this is no longer true. If 6,6; = 1, 
the correlation between x and y is +1 by (28.35) and x is a strict linear function of y 
(cf. 26.9): if, on the other hand, f, or f, = 0, the variables x, y are independent, as 
remarked at the end of 28.7. This completes the proof of the theorem.() 


Multivariate generalizations 

28.9 We now briefly indicate the extension of our results to the case of p regressors 
Xj,Xg,...+,%,. The linear regression is then 

E(y|*p.- + 5%) = Bot Bixit ... +Byxy- (28.51) 
Writing the joint f.f. 
SCs 1s - + + %p) = 8(%) hx) 

as at (28.5), where g(x) is the p-variate marginal distribution of x,,...,x,, we find as 
at (28.6) 


Slade cs t= f .-- few(iuy+i Et) ehe(a)dndy 


= ie f exp (i 3 1.21) 200) be wa, (28.52) 
as at (28.7). Just as at (28.8), 
ed a0) 


and as at (28.9) 


() The first result of this kind appears to be due to Bernstein (1928). For a proof under 
general conditions see Féron and Fourgeaud (1952). 
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[ae etu sees oa = ir j exp (iZt)x))g () ule dx, (28.53) 
giving the generalization of (28.10) 
£ (2) = G2 | exp(-iB4.x) [sgrP tn is vt)] ae (28.54) 


28.10 The reader should have no difficulty in extending the criterion of 28.5 for 
linearity of regression: if (28.51) is to hold, we must have 


Op (u, ty, ... ty) P 2 C) 


generalizing (28.25). Similarly, the extension of the criterion of (28.32) is 
LS Oe id By KO, ryt, Faveees tet Bako, ny. r041, Faecesfp tices + BS KO, tyeeces tons to tl (28.56) 
The condition (28.38) for identical errors generalizes to 
S(Y, 1 see »%y) = &(x)A(2) 
and (28.39) generalizes to 
P (te, ty, ++ yby) = $o(tit+U By, tet+uBs,...,to+uBy) ds (u) exp (tu Bo). (28.57) 
Finally, generalizing 28.8, if each of the linear regressions of a set of p variables has 


identical errors, the variables are multinormally distributed unless they are mutually 
completely independent or they are functionally related. 


28.11 If the regression of y on x is a polynomial, of type 

E(y|x) = Bot Bixt+Bgx?+...+ fx, (28.58) 
we may obtain similar results. However, as we shall see later in this chapter, this is 
best treated as a particular case of the p-regressor situation where the regressors are 
functionally related, so that any results we require for the polynomial regression situa- 
tion may be obtained by specializing the results of 28.9-10. For example, a condition 
that (28.58) holds is 

apy(ut)] _; y(0,t), 2 op(0,t) ay (0, t) 
[ ou 6d aa i{bo+ Bs (it) +B; a(t)? t.. -+By a(ity? ? 

which reduces to (28.25) (in a slightly different notation) when p = 1, and is easily 
obtained as a special case of (28.55) by noting that the c.f. of x” is E{exp (¢tx")}, whose 
derivative with respect to ¢ is 


EGiv exp(ite)} = 54 Z E{exp(its)}. 


The general linear regression model 

28.12 The analytical theory of regression, which we have so far discussed, is of 
interest in statistical theory but not in the practice of experimental statistics, precisely 
because it requires a detailed knowledge of the form of the underlying distribution. 
We now turn to the discussion of the general linear regression model, which is exten- 
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sively used in practice because of the simplified (but nevertheless reasonably realistic) 
assumptions which it embodies. This is, in fact, simply the general linear model of 
19.4, with the parameters @ as regression coefficients. (19.8) is thus rewritten 

y = XB+e, (28.59) 
where @ is a (kx 1) vector of regression coefficients, X is an (nx k) matrix of known 
coefficients (not random variables), and € an (# x 1) vector of “error ” random variables 
(not necessarily normally distributed) with means and dispersion matrix 


E =y, 
Vig) = ott} (2.60) 


We assume n > k and |X’X| # 0. 
All the results of Chapter 19 now apply. From (19.12), 


6 = (X'X)""X’y (28.61) 
is the vector of LS estimators of 8; from (19.16), its dispersion matrix is 
V(8) = of(X'X)~1 (28.62) 


and from 19.6 it is the MV unbiassed linear estimator of B. Finally, from (19.41), an 
unbiassed estimator of o* is s?, where 
(n—R)s* = (y—X8)'(y—X) = y'y—’X’y. (28.63) 
s? is the sum of squared residuals divided by the number of observations minus the 
number of parameters estimated. 
We have already applied this model to regression situations in 26.8 and 27.15. 


The meaning of “ linear” 

28.13 Before proceeding further, it is as well to emphasize the meaning of the 
adjective “linear” in the general regression model (28.59): it is Knear in the para- 
meters B,, not necessarily in the x’s. In fact, as we have remarked, the elements of X 
can be any set of known constants, related to each other in any desired manner. Up to 
28.11, on the other hand, we understood by “ linear regression” that the conditional 
mean value of y is a linear function of the regressors x,,...,%,. From the point of 
view of our present (Least Squares) analysis, the latter (perhaps more “ natural ”) 
definition of linearity is irrelevant ; it is linearity in the parameters which is essential. 
Thus the linear regression model includes all manner of ‘ polynomial” or “ curvi- 
linear ” forms of dependence of y upon x,,...,%y. For example, the straightforward 
polynomial relationship 

Vs = Bot Brxist Baxtjt 0. +Bexhten jf = 1,2,...,0 (28.64) 
is linear in the f’s, and thus is a special case of (28.59) (cf. the remarks in 28.11). Simi- 
larly, the “ multiple curvilinear” case 


Vs = Bot Br X1st+ Ba xiyt Baxeyt Baxdjt PoxiyXyte, jf = 1,2,...,0, (28.65) 
is a linear regression model. However, 
Ys = Bot Birist Bart Bixytey, jf =1,2,....0 
is not, since £, and fj both appear. 
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Other functions than polynomials may also appear in a linear model. Thus 
9s = Bot Bixist Bexijt Bgsinx,;cosxa;+¢, 
is a linear model. 


28.14 With this understanding, we see that any linear regression analysis reduces 
to the mathematical problem of inverting the matrix of sums of squares and products 
of the regressors, X’X. The inverse is required both for estimation in (28.61) and 
for estimating the dispersion matrix of the estimators from (28.62) and (28.63). No 
new point of statistical interest arises. 


Orthogonal regression analyses 

28.15 It is evidently a convenience in carrying out a regression analysis if the 
estimators #, are uncorrelated: in fact, if the e; are normally distributed, so will the 
B; be, since they are linear functions of y, and lack of correlation will then imply inde- 
pendence. A regression analysis with uncorrelated estimators is called orthogonal. 
Since the regressors are not now random variables, but constants which are at choice 
in experimental work, we may now ask a new type of question: how should the ele- 
ments of X be chosen so that the estimators #; are uncorrelated ? 

This is a question arising in the theory of experimental design, and we defer a 
detailed discussion of design problems to Volume 3. However, we observe from 
(28.62) that if, and only if, (X’ X)-1 is diagonal, the analysis is orthogonal ; and (X’X)' 
is diagonal only if X’X is. Thus, to obtain an orthogonal analysis, we must choose 
the elements of X so that X’X is diagonal. It follows at once that we must have 


& Skyy =0, ith (28.66) 
The diagonal elements of X’X are, of course, simply 
(XX). = Ea, 
whence the corresponding inverse element is 
[(XX)]y = 1 if Eat, (28.67) 
(28.61) and (28.62) are then particularly singe 
Polynomial regression: orthogonal polynomials 
28.16 For a polynomial dependence of y upon x, as in (28.64), X’X cannot be 
diagonal, since the off-diagonal elements will be sums of powers of a single variable x. 


However, we can choose polynomials of degree 7 in x, say $;(x), (i = 0,1, 2,...,%) 
which are mutually orthogonal. Then (28.64) is replaced by 
Ys = Coho Hs) +01 pi (xj) +... toe (xy) tes, j=1,2,...,m, (28.68) 
which we may write in matrix form 
y = @a+e. 
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The «’s are a new set of parameters (functions of the original f’s), in terms of which 
it is more convenient to work, for we now have, from (28.67), 


[(®'®)7 J, = 1 / Este, (28.69) 
which we may use in (28.62). Furthermore, (28.61) becomes, using (28.69), 
a = [(8O)"u(®'y). = Ey. du(e) if E#t(4). (28.70) 


Thus each estimator &; depends only on the corresponding polynomial. This is 
extremely convenient in “ fitting’ a polynomial regression whose degree is not deter- 
mined in advance: we increase the value of k, step by step, until a sufficiently good 
“fit” is obtained. If we had used the non-orthogonal regression model (28.64), the 
whole set of estimators By, A, .. > Br- 1 would have had to be recalculated when a 
further term, in x*, was added to raise the degree of the polynomial, Of course, if 


we reassemble the estimated regression y = z bbe (x) as y = z : Bix, the f, are 


precisely those we should have obtained directly, though less saiveniendly, from (28.64). 
This follows from the fact that both methods minimize the same sum of squared 
residuals. 
Using (28.70), (28.63) becomes in the orthogonal case 
(n—k)s* = yy- nike 


E4-E [{Exdco} /E wen] (28.71) 


j=1 


= 2 yi a 2 Fe). (28.72) 


These very simple Sesto * din sum oF squared residuals from the fitted regres- 
sion permit the rapid calculation of the additional reduction in residual variance brought 
about by increasing the degree k of the fitted polynomial. 


28.17 We now have to see how the orthogonal polynomials ¢;(x) are to be evalu- 
ated. We require 
= d:(xs)oa(*) = 0, 14,4 = 0,1,2,...,k; 2 # A, (28.73) 
where = 
$;(x) = z cin (28.74) 


There are (i+1) coefficients c,, in (28.74), er hence in all the polynomials ¢, there 
are z (é+1) = 3(R+1)(R+2) coefficients to be determined. On these, (28.73) 
i=0 


imposes only 3h(k+1) constraints. We determine the excess (k+1) constants by 
requiring, as is convenient, that c;; = 1, all i. We then have at once from (28.74) 


$0(*) = Coo = 1 (28.75) 


358 THE ADVANCED THEORY OF STATISTICS 


identically in x. (28.73) is now just sufficient to determine the ¢,,, apart from an 
arbitrary constant multiplier, say Aj, for each ${x), i > 0. (28.73) and (28.74) give, 
with h =k, 


Ly & 
E Lees Een =0, i#k, 
j=l r= =0 

or 


4 & 
Z te E Crete = 0, F#h, (28.76) 
r=0 a=0 


where 44, is the pth moment of the set of x’s. Since (28.76) holds for all i = 0,1,2, 
.++,k—1, we must have 


n 
2 Cefrys= 0, 7 =0,1,...,R-1. (28.77) 
= 

Writing the determinant 


' J 1 
Mia Me eee Hae-2 Hoe-1 
Me Mees Maen Mae 
and | M,"*| for the minor of the element in the uth row and vth column of | M,|, the 
solution of (28.77) is (remembering that ¢. = 1) 
Cre = [MEH My, |, 5 = 0,1,2,...,k—-1. (28.78) 
Thus, from (28.74) and (28.78), 
Mo Mises Mb 
‘ HL Maes Mbt 
x(x) = [al | H Ils (28.79) 


i) t 
Me-a Mee +s Meena 
1. #0 
(28.79) is used to evaluate the polynomial for any k. Of course, wo = 1, and we 
simplify by measuring from the mean of the x's, so that 4; = 0 and we may drop 
the primes. It will be observed that the determinant in the denominator of (28.79) 
is simply that in the numerator with its last row and column deleted. 
We find, for example, 


10 
$:(x) = ar ag (28.80) 

10 ws 

Ops Ms 
a(x) = War = ey (28.81) 


Ons 
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and so on. A simpler recursive method of obtaining the polynomials is given in 
Exercise 28.23. 


The case of equally-spaced +-values 
28.18 The most important applications of orthogonal polynomials in regression 
analysis are to situations where the regressor variable, x, takes values at equal intervals. 
This is often the case with observations taken at successive times, and with data grouped 
into classes of equal width. If we have n such equally-spaced values of x, we measure 
from their mean and take the natural interval as unit, thus obtaining as working values 
of x: —$(n—1), —}(n—3), —3(n—5),...,4(2—3), $(n—1). For this simple case, 
the values of the moments in (28.79) can be explicitly calculated: in fact, apart from 
the mean which has been taken as origin, these are the moments of the first n natural 
numbers, obtainable from the cumulants given in Exercise 3.23. The odd moments 
are zero by symmetry; the even moments are 
My = (n#-1)/12, 
Me = Ha(3n*—7)/20, 
Me = be (3n*— 18n* + 31)/112, 
and so on. Substituting these and higher moments into (28.79), we obtain for the 
first six polynomials 
$o(x) = 1, 
$1(x) = Ain® 
$a(2) = an {2*—75 (n*—1)}, 
$3(*) = Asn{x?— a5 (32*—7) x}, 
$4 (2) = Aan {x4 — se (3n*— 13) 22+ 585 (n*— 1) (n*—9)}, 24) 
5 (X) = Asn (x5 — 385 (n® — 7) x9 + rolog (150 — 230n* + 407) x}, 
$a(X) = Aan {x8 — 2 (3n®— 31) x4 + 44 (Sn*— 110n? + 329) x? 
— Tatra (1-1) (#*—9) (x? -25)}. 
Allan (1930) also gives ¢,(x) for i = 7, 8,9, 10. Following Fisher (1921b), the arbi- 
trary constants Aj,_ in (28.82), referred to below (28.75), are determined conveniently 
so that ¢,(x;) is an integer for all j = 1,2,...,m. It will be observed that 
bar(x) = Gae(—x) and gas—1 (x) = —bar-1(—%)5 
even-degree polynomials are even functions and odd-degree polynomials odd functions. 


Tables of orthogonal polynomials 

28.19 The Biometrika Tables give $;(x;) for all j, nm = 3(1)52 and 7 = 1(1) 
min (6,2—1), together with the values of A,, and z $3 (;). 

j=l 
Fisher and Yates’ Tables give ¢;(x;) (their £;), 4;, and z $? (x,) for all j, 2 = 3(1)75 
jel 
and ¢ = 1(1)min(5,n—1). : 
AA 
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The Biometrika Tables give references to more extensive tabulations, ranging to 
i = 9,n = 52, by van der Reyden, and to § = 5, n = 104, by Anderson and Houseman. 


28.20 There is a large literature on orthogonal polynomials. For theoretical 
details, the reader should refer to the paper by Fisher (1921b) which first applied them 
to polynomial regression, to a paper by Allan (1930), and three papers by Aitken (1933). 
More recently, Rushton (1951) discussed the case of unequally-spaced x-values, and 
C. P. Cox (1958) gave a concise determinantal derivation of general orthogonal poly- 
nomials, while Guest (1954, 1956) has considered grouping problems. 

We shall content ourselves here with a single example of fitting orthogonal poly- 
nomials in the equally-spaced case. The use of orthogonal polynomials in Analysis 
of Variance problems will be discussed in Volume 3. 


Example 28.3 

The first two columns of Table 28.1 show the human population of England and 
Wales at the decennial Censuses from 1811 to 1931. These observations are clearly 
not uncorrelated, so that the regression model (28.64) is not strictly appropriate, but 
we carry through the fitting process for purely illustrative purposes. 


Table 28.1 
Population a= 13 
Year (milion) Year 1871 y= FG) A) 
y 

1811 10-16 -6 22 -1il 99 
1821 12:00 -5 1 — 66 
1831 13-90 -4 2 6 -% 
1841 15-91 -3 -5 8 —54 
1851 17-93 -2 -10 7 i1 
1861 20-07 -1 9-13 4 4 
1871 22-71 0 -14 0 84 
1881 25:97 1 =13 ~4 64 
1891 29-00 2 10 -7 11 
1901 32:53 3 -5 -8 —54 
1911 36-07 4 2 -6 -% 
1921 37-89 5 11 0 = -66 
1931 39-95 6 22 11 99 
xy : 314-09 Anis: 1 1 1/6 7/12 

13 

=X 2(xj): 182 2002 572 68,068 

j=1 


Here n = 13, and from the Biometrika Tables, Table 47, we read off the values in 
the last four columns of Table 28.1. From that Table, we have 

Lysbo(x;) = Ly; = 314-09, 

Lys$i (xs) = 474-77, 

Dyi}a(s)) = 123-19, 

Lysba(x)) = — 39-38, 

Lyjsba(xs) = —374-30. 
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Hence, using (28.70), 
&q = 314-09/13 = 24-160, 8, 
= 474-77/182 = 2-608, 63, 
= 123-19/2,002 = 0-061, 533,5, 
3 = —39-38/572 = —0-068, 846, 2, 
4 = —374-30/68, 068 = —0-005, 498, 91. 
For the estimated fourth-degree orthogonal polynomial regression of y on x, we then 
have, using (28.68) and (28.82), 
y = 24-1608 + 2-608, 63 x+0-061, 533, 5 (x*— 14) 
—0-068, 846, 2 {4 (x3 — 25 x)}— 0-005, 498, 91 {75 (xt — 242 x? + 144)}. 
If we collected the terms on the right so that we had 
y = Bot Byx+ Bax*+ Bax? + Byxt 


the coefficients 8, would be exactly those we should have obtained if we had used 
(28.64) instead of the orthogonal form (28.68). The advantage of the latter, apart 
from its computational simplicity, is that we can simply examine the improvement in 
“fit” of the regression equation as its degree increases. We require only the calcula- 
tion of 


R R 
oo 
I 


2 


Ey} = 8,839-939, 
j 


and we may substitute the quantities already calculated into (28.72) for this purpose. 
Thus we have: 


Total sum of squares 8,839-939 
Reduction due to & = é&U¢% = (24-160, 8)*.13 = 7,588-656 
Residual : 1,251-283 

a » 9 & = GDP? = (2-608, 63)?. 182 = 1,238-497 
Residual: 12-786 

= oy &q = AUPE = (0-061, 533,5).2,002 = 7-580 
Residual: 5-206 

es » » & = BXIP; = (0-068, 846, 2)?.572 = 2-711 
Residual: 2-495 

” » oo» & = UP = (0-005, 498, 91)?.68,068 = 2-058 


Residual: 0-437 
Evidently, the cubic and quartic expressions are good “ fits”: they are displayed 
in Fig. 28.1. 

The reader should not need to be warned against the dangers of extrapolating 
from a fitted regression, however close, which has no theoretical basis. In this case, 
for example, he can satisfy himself visually that the value “‘ predicted ” by the quartic 
regression for 1951 (x = 8) is a good deal less than the Census population of 43-7 
millions actually found in that year. 


362 THE ADVANCED THEORY OF STATISTICS 


Population (millions) 


8 


1821 BAl 1861 B89) Bt 
Years 


Fig. 28.1—Cubic (full line) and quartic (broken line) polynomials fitted to the data 
of Table 28.1 


Confidence intervals and tests for the parameters of the linear model 
28.21 In 28.12 we discussed the point estimation of the parameters B,o* cf the 
general linear regression model (28.59). If we now assume € to be a vector of normal 
error variables, as we shall do for the remainder of this chapter, we may set confidence 
intervals for (and correspondingly test hypotheses concerning) any component of the 
parameter vector 8. These are all linear hypotheses in the sense of Chapter 24 and 
the tests are all LR tests. 
Any estimator f, is a linear function of the y, and is therefore normally distributed 
with mean f; and variance, from (28.62), 
var(B,) = o*[(X’X)"]u. (28.83) 
(If the analysis is orthogonal, (28.67) is used in (28.83).) From 19.11, s?, the esti- 
mator of o° defined at (28.63), is distributed independently of @ (and hence of any com- 
ponent of ), the distribution of (n—k)s®/o? being of the z* form with » = (n—k) 
degrees of freedom. It follows immediately that the statistic 
t = (B.—B)/{s[(X'X)> Ja}, (28.84) 
being the ratio of a standardized normal variate to the square root of an independent 
z2/v variate, has a “ Student’s”” t-distribution with » = (n—) degrees of freedom. 
This enables us to set confidence intervals for 8, or to test hypotheses concerning its 
value. The central confidence interval with coefficient (1—«) is simply 


Bit t_ya{s*[(®’ X) Jac}! (28.85) 
where ¢, .;, is the value of “‘ Student’s ” ¢ for » degrees of freedom for which its distri- 
bution function 

F(t-ja) = 1— $a. 
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Since we are here testing a linear hypothesis, the test based on (28.84) is a special 
case of the general variance-ratio F-test for the linear hypothesis given in 24.28: here 
we have only one constraint, and the F-test reduces to a ¢? test, corresponding to the 
central confidence interval (28.85). 


Confidence intervals for an expected value of y 

28.22 Suppose that, having fitted a linear regression model to observations, 
we wish to estimate the expected value of yy corresponding to a given value for each of 
the k regressors x,,...,%;. If we write these given values as a (1 xk) vector x°, we 
have at once from 19.6 that the minimum variance unbiassed estimator of the expected 
value of y for given x® is 


$= (mB, (28.86) 
and that its variance is, by 19.6 and (28.62), 
var § = (x°)'V(B)x® = o®(x°)’ (X’ X)-1x°. (28.87) 


Just as in 28.21, we estimate the sampling variance (28.87) by inserting s* for 0%, 
and set confidence limits from ‘‘ Student’s ” ¢-distribution, which here applies to the 


statistic 
t= {p—E(y|x*)}/{s* (x) (KX) x}! (28.88) 
with » = (n—k) as before. 


Confidence intervals for the expectation of a further value of y: prediction intervals 

28.23 The results of 28.22 may be applied to obtain a confidence interval for 
the expectation of a further ((#+ 1)th) value of y, y,;1, not taken into account in fitting 
the regression model. If x® represents the given values of the regressors for which 
Yn41 is to be observed, (28.86) gives us the unbiassed estimator 


Iasi = (=°)'B (28.89) 
just as before, but the fact that y,,, will have variance o* about its expectation increases 
its sampling variance over (28.87) by that amount, giving us 


var Jui = o?{(x°)’ (X'X)-?x°+1} (28.90) 
which we estimate, putting s* for a? as before, to obtain the “ Student’s” variate 
B= (Fnsi—E(Yuar|%*) }/Ls*{ (=) (KX) 1x9 + 1} Ft (28.91) 


again with » = (n—k), from which to set our confidence intervals. 

Similarly, if a set of N further observations are to be made on y at the same Xp, 
(28.89)-(28.91) hold for the estimation of the mean jy to be observed, with the obvious 
adjustment that the unit in the braces in (28.90) and (28.91) is replaced by 1/N, the 
additional variance now being o?/N. 

Confidence intervals for further values, such as those discussed in this section, 
are sometimes called prediction intervals ; it must always be borne in mind that these 
“predictions ” are conditional upon the assumption that the linear model fitted to 
the previous ” observations is valid for the further observations too, i.e. that there is 
no structural change in the model. 
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Example 28.4 
In the simple case 
9s = Bit Baxjte, f= 1,2,...,0, (28.92) 

we have seen in Examples 19.3, 19.6, that 

A= EC - Gr #)/E:—2F 

= j- B33, 
1 
f= naa = (1 (Bit Bax) 3 


and 
yy 1 Uxt/n -# 
ar x(a -z% 1 ). 


Here x® is the two-component vector , and we may proceed to set confidence 


1 
(=) 
intervals for B,, 83, E(y|x*) and E(y,-1|x°), using (28.84), (28.88) and (28.91); in 
each case we have a “ Student’s” variate with (n—2) degrees of freedom. 

(a) It will be noticed that the analysis is orthogonal if and only if # = 0, so that 
in this case we need only make a change of origin in x to obtain orthogonality. Also, 
the variances of the estimators (the diagonal elements of their dispersion matrix) are 
minimized when # = 0 and = x is as large as possible. Both orthogonality and mini- 
mized sampling variances are therefore achieved if we choose the x, so that (assuming 
n to be even) 

Hy Xeon = +4, 
XyntisXpnt2r +++ 9% = — a, 
and a is as large as possible. This corresponds to the intuitively obvious fact that if 
we are certain that the dependence of y upon x is linear with constant variance, we can. 
most efficiently locate the line at its end-points. However, if the dependence were 
non-linear, we should be unable to detect this if all our observations had been made 
at two values of x only, and it is therefore usual to spread the x-values more evenly 
over its range ; it is always as well to be able to check the structural assumptions of 
our model in the course of the analysis. 
(b) Our confidence interval in this case for E(y|x®*) is, from (28.88) 


vB tulsa) 22" T)()} 
= (+A) th w{a(i +4 yy. (28.93) 


If we consider this as a function of the value x°, we see that (28.93) defines the two 
branches of a hyperbola of which the fitted regression (6, + /,x°) is a diameter. The 
confidence interval obviously has minimum length when x° = #, the observed mean, 
and its length increases steadily as | x°—| increases, confirming the intuitive notion 
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that we can estimate most accurately near the “‘ centre” of the observed values of x. 
Fig. 28.2 illustrates the loci of the confidence limits given by (28.93). 


Upper bar ee so dist 
” 


Values 
of “itted regression line 
y 
a a 
Lower confidence limit 
for E (y|x*) 
Confidence interval 
For y given x° 


xe 
Values of x 


Fig. 28.2—Hyperbolic loci of confidence limits (28.93) for an expected value of y in 
simple linear regression 


x. 
Observed mean 


28.24 The confidence limits for an expected value of y discussed in Example 28.4{b), 
and more generally in 28.22, refer to the value of y corresponding to a particular x° ; 
in Fig. 28.2, any particular confidence interval is given by that part of the vertical 
line through x, lying between the branches of the hyperbola. Suppose now that we 
require a confidence region for an entire regression line, i.e. a region R in the (x,y) plane 
(or, more generally, in the (x,y) space) such that there is probability 1—a that the 
true regression line y = xf is contained in R. This, it will be seen, is a quite distinct 
problem from that just discussed; we are now seeking a confidence region, not an 
interval, and it covers the whole line, not one point on the line. We now consider this 
problem, first solved in the simplest case by Working and Hotelling (1929) in a remark- 
able paper; our discussion follows that of Hoel (1951). 


Confidence regions for a regression line 

28.25 We first treat the simple case of Example 28.4 and assume o? known, 
restrictions to be relaxed in 28.31-2. For convenience, we measure the x,; from their 
mean, so that ¢ = 0 and, from Example 28.4{a), the analysis is orthogonal. We then 
have, from the dispersion matrix, 

var B, = o%/n, var B, = o%/Zx*, 
and f, and f, are normally and independently distributed. Thus 
u = ni(8,—8,)/o, v = (Zx*)!(8,—8)/o, (28.94) 


are independent standardized normal variates. 
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Let g(u*,v*) be a single-valued even function of % and », and let 
g(v,0)=f-2., O<a<1, (28.95) 
define a family of closed curves in the (u, v) plane such that (a) whenever g;_, decreases, 
the new curve is contained inside that corresponding to the larger value of 1—« ; and 
(b) every interior point of a curve lies on some other curve. To the implicit relation 
(28.95) between u and v, we assume that there corresponds an explicit relation 


= P(e’) 
u = +h(v). (28.96) 


We further assume that h’(v) = dh(v)/dv exists for all v and is a monotone decreasing 
function of v taking all real values. 


or 


28.26 We see from (28.94) that for any given set of observations to which a regres- 
sion has been fitted, there will correspond to the true regression line, 


y = B+ Bex, (28.97) 
values of « and wv such that 
5,0 
bit Bax = (B1+5.u)+(Brt Save) (28.98) 
Substituting (28.96) into (28.98), we have two families of regression lines, with v as 
parameter, 
o Gi 
(12540) +(BrtaeSpe)s (28.99) 


one family corresponding to each sign in (28.96). We now find the envelopes of these 
families. 

Differentiating (28.99) with respect to » and equating the derivative to zero, we 
obtain 


_ +(== = h'(0). (28.100) 
Substituted into (28.99), (28.100) gives the required envelopes : 
(+ Bas) +5 j{2()-0h'(2)}, (28.101) 


where the functions of v are to be substituted for in terms of x from (28.100). The 
restrictions placed on h’(v) below (28.96) ensure that the two envelopes in (28.101) 
exist for all x, are single-valued, and that all members of each family lie on one side 
only of its envelope. In fact, the curve given taking the upper signs in (28.101) always 
lies above the curve obtained by taking the lower signs in (28.101), and all members 
of the two families (28.99) lie between them. 


28.27. Any pair of values (u,v) for which 
& (48,07) < g1-« (28.102) 
will correspond to a regression line lying between the pair of envelopes (28.101), because 
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for any fixed v, u2 = {h(v)}* will be reduced, so that the constant term in (28.99) 
will be reduced in magnitude as a function of v, while the coefficient of x is unchanged. 
Thus if « and » satisfy (28.102), the true regression line will lie between the pair of 
envelopes (28.101). Now choose g,_, so that the continuous random variable g(u?, v*) 
satisfies 

P{g(u?,v*) < gia} = 1-«. (28.103) 
Then we have probability 1—« that (28.102) holds, and the region R between the pair 
of envelopes (28.101) is a confidence region for the true regression line with confidence 
coefficient 1—a. 


28.28 We now have to consider how to choose the function g(u?, v*) so that, for 
fixed 1—«, the confidence region R is in some sense as small as possible. We cannot 
simply minimize the area of R, since its area is always infinite. We therefore introduce 
a weight function (x) and choose R to minimize the integral 


I= {" (r-y)m@)de, (28.104) 
where y,,j, are respectively the lower and upper envelopes (28.101), the boundaries 
of R, and (i wo(x)dx = 1. We-may rewrite (28.104) 

om I = E(y:)-E(y;), (28.105) 
expectations being with respect to w(x). 


Obviously, the optimum R resulting from the minimization will depend on the 
weight function chosen. Putting S? = Xx*/n, consider the normal weight-function 
w(x) = (2n8%)-texp a is) (28.106) 


which is particularly appropriate if the values of x, here regarded as fixed, are in fact 
sampled from a normal distribution, e.g. if x and y are bivariate normally distributed. 
Putting (28.101) and (28.106) into (28.105), it becomes 


I= 2 [E{h(e)}-E{ eh (e)}}. (28.107) 
From (28.100) we have, since h’(v) is decreasing, 


dx = —Sh’ (v)dv, (28.108) 
so that if we transform the integrals in (28.107) to the variable v, we find 


E{h} = —(2n)-+ | hh” exp{—1 (0), 


(28.109) 

E{oh} = —(2a)-+ | of’ h"exp{—1(h'}}do, 
the integration in each case being over the whole range of v. Since h(v) is an even 
function, both the integrals need be taken for positive v only, and (28.109) gives, in 
(28.107), 


re wep j RY h—OW exp {— 2) ae. (28.110) 
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This is to be minimized, subject to (28.103), which by the independence, normality 
and symmetry of the distributions of u and v is equivalent to the condition that 


(22) me leg exp(— 4u*) du} exp(— go*)dv = 4(1-2). = (28.111) 


It must also be imeabcied that we have required h’(v) to be a monotone decreasing 
function of v taking all real values. 


28.29 Before we can proceed effectively to the minimization of J, we must choose 
a general form for g(u*,v*), and here, too, there is a “ natural” choice, the family 
of ellipses, which we write 


h(v) = b(a*-v?)}, (28.112) 
and we now have to minimize (28.110) for variation in a, subject to (28.111). Since 
(28.112) gives 

h'(v) = —b*v/h(v), 
ire) = PLM CACO HS sai 


we therefore have to minimize (dropping the constant) 
“kW P+ PrP 


Ja of RO eT expl— 4 (ot0/h(0) do (28.114) 
for a choice of a, subject to 
{fr ew (— iu") du} exp(- Jo)do =k. (28.115) 


By differentiating (28.114) with respect to a, and replacing db/da in that derivative 
by its value obtained by differentiating (28.115), we find, after some reduction, 


GF — rexp gas | (Pied 


f' exp {—3b4/(1-1")} dt f exp {— Ja*(1— bt) 19} dt 
2 a es a (28.116) 
[d—eytexp(— Jor —b) 2} 


aj 
da 

Hoel (1951) has carried this through for 1—« = 0-95, and found the ellipse (28.112) 
to have semi-axes of 2-62 and 2-32, not very far from equal. If we specialize the 
ellipse to a circle by putting 6 = 1 in (28.112), we find the radius @ to be 2-45 for 
1—a = 0-95. Hoel found in this case that the value of J was less than one per cent 
larger than the minimum. 


and for a minimum, we put = 0 and solve for a, and thence 5. 


28.30 The choice of a circle for g(u?, v*) corresponds to the original solution of 
this problem by Working and Hotelling (1929), who derived it simply by observing 
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that, since u and v in (28.94) are independent standardized normal variates, u?+v? is 
a x* variate with 2 degrees of freedom, and a? (= g,.. in (28.103)) is simply the 
100 (1 —) per cent point obtained from the tables of that distribution. The boundaries 
of the confidence region are, putting (28.112) and (28.113) with 6 = 1 into (28.101), 


(r+ Aan) {aey4 ee) 
‘ P 7 , vw 4 
= (Bit bax) tS [{ (0) }P +0}! [1+ aren | 


= (Bit Bas) 45 (gro [1+ (4'(0)}*) (28.117) 
Using (28.100), (28.117) becomes 
(81+ Bax) + (g1-o)* {Fes} (28.118) 


the terms in the braces being {var f,+var /,x?}. 

If (28.118) is compared with the confidence limits (28.93) for E(y|x®*) derived in 
Example 28.4 (where we now put # = 0, as we have done here), we see that apart 
from the replacement of s? by o%, and of the t,_;, multiple by the x multiple (g,_,)t, 
the equations are of exactly the same form. Thus the confidence region (28.118) will 
look exactly like the loci of the confidence limits (28.93) plotted in Fig. 28.2, being 
a hyperbola with the fitted line as diameter. As might be expected, for given « the 
branches of the hyperbola (28.118) are farther apart than those of (28.93), for we are 
now setting a region for the whole line where previously we had loci of limits for a single 
value on the line. For example, with « = 0-05, t,_,, (with infinite degrees of freedom, 
corresponding to o* known) = 1-96, while g:_. for a x? distribution with two degrees 
of freedom = 5-99, the value 2:45 given for a at the end of 28.29 being the square root 
of this. 


28.31 If o? is unknown, only slight modifications of the argument of 28.25-30 
are required. Define the variable 


w? = (n—2)s*/o?, (28.119) 
so that w* is the ratio of the sum of squared residuals from the fitted regression to the 


true error variance, which (cf. 28.21) has a ? distribution with n—2 degrees of freedom. 
From (28.84) and (28.119), we see that the statistics 
u* = (n—2)tu/w and v* = (n—2)!v/w 

each have a “ Student’s”’ distribution with n—2 degrees of freedom. If we now 
re-trace the argument of 28.25-30 using u* and v* in place of u and v, we find that 
g(u*?, v*?) is distributed independently of the parameters £,,f2,0%. The solution 
of the weighted area minimization problem of 28.28-9 now becomes too difficult in 
practice, and we proceed directly to the classical solution given in 28.30. 

Using Hotelling and Working’s direct argument, we see that since, from 28.21, 
u®,v? and w?* are distributed independently of one another as x? with 1,1, and (n—2) 
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degrees of freedom respectively, the ratio (u*+ v*)/aw* has a variance-ratio (F) distribu- 
tion with 2 and 2—2 degrees of freedom. Thus if we replace o by s in 28.30, and make 
£1—-« the 100(1—«) per cent point of this F-distribution, we obtain the required con- 
fidence region from (28.118). As in 28.30, we find that the boundaries of the region 
are always farther apart than the loci of the confidence limits for E(y|x°). 


28.32 Finally, we mention briefly that there is no formal difficulty in extending 
our results to the case of more than one regressor, a sketch of such a generalization 
having been given by Hoel (1951); no use seems to have been made of the method 
in this most general case. 


EXERCISES 


28.1 The bivariate distribution of x and y is uniform over the region in the (x, 5) 
plane bounded by the ellipse 
ax! + 2hxy + by? = c, h#0; h*<ab; a,b>0. 
Show that the regression of each variable on the other is linear and that the scedastic 
curves are quadratic parabolas. 


28.2 The bivariate distribution of x and y is uniform over the parallelogram bounded 
by the lines x = 3(y—1), x = 3(y+1), x = y+1, x = y—1. Show that the regression 
of y on x is linear, but that the regression of x on y consists of sections of three straight 
lines joined together. 

28.3 As in 28.4, show that the regression of the variance of y on x (the scedastic 
curve) is given by 

$ mat) DS {g(x)} 

= 2 (-1 

Hee fale yo g(x) 
Ec sae _ Dt te) } DI e@) 3)! 
Pe Ht vols)! gee) ge) |’ 
where 
VAdy! = xy) 
(Wicksell, 1934) 


28.4 From (28.17), show that if the marginal distribution of a bivariate distribution 
is of the Gram-Charlier form 
f = a(x) {(1+a,;H,+a,H,+ ..-}, 
then the regression of y on x is 
z = 7h ay Hrva(2) 


, r-02=0 
Az = 
1+ 53 a, H, (x) 
r=3 
(Wicksell, 1917) 


28.5 1, xq, X3 are trivariate normally distributed. Use 28.9 to show that the regres- 
sion of each variate on the other two is linear. 


THE GENERAL THEORY OF REGRESSION 371 
28.6 Verify equation (28.33). 


28.7 If, for each fixed y, the conditional distribution of x is normal, show that their 
bivariate distribution must be of the form 
Sf (%, 9) = exp {— x8 +a,x+4;) } 
where the a are functions of y. Show that if, in addition, the equiprobable contours of 
JS (x, y) are similar concentric ellipses, f must be bivariate normal. 
(Bhattacharyya, 1943) 
28.8 Show that if the regression of x on y is linear, if the conditional distribution of x 


for each fixed y is normal and homoscedastic and if the marginal distribution of y is normal, 
then f (x, y) must be bivariate normal. 
(Bhattacharyya, 1943) 


28.9 If the conditional distributions of x for each fixed y, and of y for each fixed x, 
are normal, and one of these conditional distributions is homoscedastic, show that f (x, ) 


is bivariate normal. 
(Bhattacharyya, 1943) 
28.10 Show that if every non-trivial linear function of x and y is normal, then f (x, y) 
is bivariate normal. 
(Bhattacharyya, 1943) 


28.11 If the regressions of x on y and of y on x are both linear, and the conditional 
distribution of each for every fixed value of the other is normal, show that f (x, y) is either 
bivariate normal or may (with a suitable choice of origin and scale) be written in the form 

f = exp {—(2* +.0°) G7 +5) }. 
(Bhattacharyya, 1943) 

28.12 Show that for interval estimation of # in the linear regression model 
yt = Bxg+ex, the interval based on the “ Student’s ” variate 

t = (b—A)/(s8/Zxp)t 
is physically shorter for every sample than that based on 
u = (¥— Bx)/(s*/n)t. 


28.13 In setting confidence regions for a regression line in 28.28, show that if the 
weight function used is 
= (14+ x -3 
w(x) = 3 


instead of (28.106), the Working—Hotelling solution of 28.30 is strictly optimum (area- 
minimizing) in the family of ellipses (28.112). 
(Hoel, 1951) 


28.14 From 20.37-40, show that we can construct tolerance intervals for the distri- 
bution of y in 28.22, i.e. we can find a pair of statistics (a, 6) such that the probability 
of the interval (a, 5) covering at least a fraction f of the true distribution of y is y. 

(Wallis, 1951) 


28.15 Independent samples of sizes m are taken from two regression models 
y= UutBixte, i= 1, 2, 
with independently normally distributed errors. The error variance o* is the same in 
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both models. If 5,, 5, are the separate Least Squares estimators of 6,, Bz, show that 
(6, —6,) is normally distributed with mean (8,— 3) and variance 


“{(3#)'+(34) } 
t= (1—bs)—(81— Ba) /{* (sig+za)} 
i 3 


has a “ Student’s ” ¢-distribution with n,+,—4 degrees of freedom, where 
a DTA (2H 
~ nytng—4 


and s7, s} are the separate estimators of o? in the two models. Hence show that t may 
be used to test the hypothesis that £6, = B; against B, # Ay. 


and that 


(cf. Fisher, 1922b) 


28.16 We are given n observations on the model 

y = By xy + Byxyte 
with error variance o*, and, in addition, an extraneous unbiassed estimator 5, of /, 
together with an unbiassed estimator s? of its sampling variance o7. To estimate /,, 
consider the regression of (y—6,x,) on x3 Show that the estimator 

= Z(y— by x1) %/E5 
is unbiassed, with variance 

var by = (o*+ of 79 xi)/Z x3, 

where r is the observed correlation between x, and x3. If 5, is ignored, show that the 
ordinary Least Squares estimator of 8, has variance o*/{X x3(1—-r*) } and hence that 
the use of the extraneous information about f, increases efficiency in estimating f, if 
and only if 


o® 
< Eatd=ny 
i.e. if the variance of 5, is less than that of the ordinary Least Squares estimator of f,. 
(Durbin, 1953) 


28.17 In Exercise 28.16, show that an unbiassed estimator of varb, is given by 
1 
oa 1—2)D 


but that if the errors are normally distributed this is not distributed as a multiple of 
a 7° variate. 


gzo- by x, —byxs)* +5] Dxi ((n-1)77-1}), 


(Durbin, 1953) 


28.18 In generalization of the situation of Exercise 28.16, let b, be a vector of un- 
biassed estimators of the A parameters (f,, By, ..., Br), with dispersion matrix V, ; and 
let by be an independently distributed vector of unbiassed estimators of the k( > h) 
parameters (8,, B:,..-., Bas Bats -++» Bx), with dispersion matrix V,. Using Aitken’s 
generalization of Gauss’s Least Squares Theorem (19.17), show that the minimum 
variance unbiassed estimators of (6;, ..., 8,) which are linear in the elements of b, and 
b, are the components of the vector 


b = {(Vr')*+Vr" 1{(Vr")* bt + Vr! b: }, 
with dispersion matrix 


V(b) = {(Vr')*+V2' 
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where an asterisk denotes the conversion of an (h x1) vector into a (kx 1) vector or an 
(A xh) matrix into a (k xk) matrix by putting it into the leading position and augmenting 


it with zeros. 
Show that V(b) reduces, in the particular case h=1, to 


2 
Latta Dx,xs- Dxyxe 
VQ) =e ZDx.x = Lexx, : 
Dx xe Lxaxe Eel 


differing only in its leading term from the usual Least Squares dispersion matrix 
o* (X’K)—. 
(Durbin, 1953) 


28.19 A simple graphical procedure may be used to fit an ordinary Least Squares 
regression of y on x without computations when the x-values are equally spaced, say at 
intervals of s. Let the 2 observed points on the scatter diagram of (y, x) be P;, P:,..., Pa 
in increasing order of x. Find the point Q, on P,P, with x-coordinate $s above that 
of P,; find Qs on Q, Ps with x-coordinate 3s above that of Q,; and so on by equal steps, 
joining each Q-point to the next P-point and finding the next Q-point $s above, until 
finally On-1:Pn gives the last point, Q,. Carry out the same procedure backwards, starting 
from PpPn—, and determining Q;, say, 3s below Pp, in x-coordinate, and so on until 
Q% on O;,-1P; is reached, 3s below Q,_-1. Then Q,Q), is the Least Squares line. Prove 


this, 
(Askovitz, 1957) 


28.20 A matrix of sums of squares and cross-products of m observations on p vari- 
ables is inverted, the result being the matrix A. A vector x containing one further 
observation on each variable becomes available, making (n+ 1) observations in all. Show 
that the inverse of X'X is now 


B = A-(Axx’ A)/(1+x’ Ax). 
(Bartlett, 1951) 


28.21 In the regression model 
y= at pute, i=1,2,...,2, 
suppose that the observed mean ¥ = 0 and let xo satisfy 
a+Bx, = 0. 


Use the random variable & + fx to set up a confidence statement for a quadratic function, 
of form 
P{Q(xo) > 0} = 1-«. 

Hence derive a confidence statement for xo itself, and show that, depending on the coeffi- 
cients in the quadratic function, this may place x9: 

(i) in a finite interval ; 

(ii) outside a finite interval ; 

(iii) in the infinite interval consisting of the whole real line. 

(cf. Lehmann, 1959) 
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28.22 To determine which of the models 
y= ht+hixte’, 
y= Bi +Paxate”, 
is more effective in predicting y, consider the model 
Me = Bot BixytBaxute, i= 1,2,...,0, 
with independent normal errors of variance o*, estimated by s* with (n—2) degrees of 
freedom. Show that the statistics 


= ZO Mu- BNE eu FI, 6 = 1,2, 
‘ 
have 
vars, = varz, = 0°, cov(z;,23) = o°r;3, 
where 7,3 is the observed correlation between x, and x3. Hence show that (21-22) is 
exactly normally distributed with mean BZ Gu 2) — Bt ea %)*}* and variance 
20*(1—7,,). Using the fact that Lora ~ OPEC 3 is the sum of squares of 
deviations from the regression of y on x, alone, show that the hypothesis of equality of these 
two sums of squares may be tested by the statistic 
3-2, 
{2#(1—np}*’ 
distributed in ‘‘ Student’s” form with (#—3) degrees of freedom. 
(Hotelling (1940); Healy (1955). 
The test is generalized to the 
comparison of more than two 
predictors of y by E. J. Williams 
(1959).) 


t= 


28.23 By consideration of the case when 
HW=H f=i,2....m 
exactly, show that if the orthogonal polynomials defined at (28.73) and (28.74) are 


orthonormal (i.e. 2 $3 (xj) = 1, all i) then they satisfy the recurrence relation 
=1 
k-1 n 
$(x) = {3° = d(x & 44(e)}, 
ik t=0 j=l 
where the normalizing constant 5, is defined by 
n kn1 “ ry 
3 -2 g- Zen & x sted} : 


Hence verify (28.80) and (28.81), with appropriate adjustments. 
(Robson, 1959) 


CHAPTER 29 
FUNCTIONAL AND STRUCTURAL RELATIONSHIP 


Functional relations between mathematical variables 
29.1 It is common in the natural sciences, and to some extent in the social sciences, 
to set up a model of a system in which certain mathematical (not random) variables 
are functionally related. A well-known example is Boyle’s law, which states that, at 
constant temperature, the pressure (P) and the volume (V) of a given quantity of gas 
are related by the equation 
PV = constant. (29.1) 
(29.1) may not hold near the liquefaction point of the gas, or possibly in other parts 
of the range of P and V. If we wish to discuss the pressure-volume relationship in 
the so-called adiabatic expansion, when internal heat does not have time to adjust itself 
to surrounding conditions, we may have to modify (29.1) to 
PV’ = constant, (29.2) 
where y is an additional constant which may have to be estimated. Moreover, at some 
stage we may wish to take temperature (T) into account and extend (29.1) to the form 
PVT-! = constant. 
In general, we have a set of variables X,,..., X; related in p functional forms 
SAX +66 Xe3 ay---,u)=0, f= 1, 2,...,1, (29.3) 
depending on / parameters «,, r= 1, 2,...,/. Our object is usually to estimate 
the «, from a set of observations, and possibly also to determine the actual functional 
forms fj, especially in cases where neither theoretical considerations nor previous 
experience provide a complete specification of these forms. If we were able to observe 
values of X without error, there would be no statistical problem here at all: we should 
simply have a set of values satisfying (29.3) and the problem would be merely the 
mathematical one of solving the set of equations. However, experimental or observa- 
tional error usually affects our measurements. What we then observe is not a “ true ” 
value X, but X together with some random element. We thus have to estimate the 
parameters a, (and possibly the forms’ f;) from data which are, to some extent at least, 
composed of samples from frequency distributions of error. Our problem then 
immediately becomes statistical. 


29.2 In our view, it is particularly important in this subject, which has suffered 
from confusion in the past, to use a clear terminology and notation. In this chapter, 
we shall denote mathematical variables by capital Roman letters (actually italic). As 
usual, we denote parameters by small Greek letters (here we shall particularly use « 
and #) and random variables generally by a small Roman letter or, in the case of 
Maximum Likelihood estimators, by the parameter covered by a circumflex, e.g. &. 


Error random variables will be symbolized by other small Greek letters, particularly 
BB 
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6 and e, and the observed random variables cortesponding to unobservable variables 
will be denoted by a “‘ corresponding ” (*) Greek letter, e.g., € for X. ‘The only possible 
source of confusion in this system of notation is that Greek letters are performing 
three roles (parameters, error variables, observable variables) but distinct groups of 
letters are used throughout, and there is a simple way of expressing our notation which 
may serve as a rescuer: any Greek letter “ corresponding ” to a capital Roman letter 
is the observable random variable emanating from that mathematical variable ; all other 
Greek letters are unobservables, being either parameters or error variables. 

29.3 We begin with the simplest case. Two mathematical variables X and Y° 

are known to be linearly related, so that we have 
Y = apt+a,X, (29.4) 
and we wish to estimate the parameters a, «,. We are not able to observe X and Y’;; 
we observe only the values of two random variables &, 7 defined by 
&,= X45, on < 
= ¥F)+& #=1,2,...,7. (29.5) 
The suffixes in (29.5) are important. Observations about any “ true ” value are distri- 
buted in a frequency distribution of an “ error ” random variable, and the form of this 
distribution may depend on 7. For example, errors may tend to be larger for large 
values of X than for small X, and this might be expressed by an increase in the variance 
of the error variable 6. 

In this simplest case, however, we suppose the 6; to be identically distributed, so 
that 6, has the same mean (taken to be zero without loss of generality) and variance 
for all X,; and thus also fore and Y. We also suppose the errors 4, ¢ to be uncorrelated 
amongst themselves and with each other. For the present, we do not assume that 6 
and e are normally distributed. Our model is thus (29.4) and (29.5) with 

E(6,) = E(e,) = 0, var 6; = 63, vare; = 0%, all , 

cov (5; 6,) = cov(e, 6) = 0, iF f, (29.6) 

cov(d;,&) = 0, all ¢, j. 
The restrictive assumption on the means of the 4; is only that they are all equal, and 
similarly for the e;—we may reduce their means jz and yz, to zero by absorbing them 
into a, since we clearly could not distinguish a, from these biases in any case. 

In view of (29.6) we may on occasion unambiguously write the model as 

&= X+6, e 
ae sol: (29.7) 

29.4 At first sight, the estimation of the parameters in (29.4) looks like a problem 
in regression analysis ; ; and indeed, this resemblance has given rise to much confusion. 
Ina regression situation, however, we are concerned with the dependence of the mean 

i) It will be seen that the Roman-Greek ss ‘correspondence ” ’ is not so much strictly alpha- 
betical as aural and visual. In any case, it would be more logical to use the ordinary lower-case 
Roman letter, i.e. the observed x corresponding to the mathematical variable X, but there is 
danger of confusion in suffixes, and besides, we need x for another purpose—cf. 29.6. 
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value of » (which is Y) upon X, which is not subject to error; the error variable 6 
is identically zero in value, so that og = 0. Thus the regression situation is essentially 
a special case of our present model. In addition (though this is a difference of back- 
ground, not of formal analysis), the variation of the dependent variable in a regression 
analysis is not necessarily, or even usually, due to error alone. It may be wholly or 
partly due to the inherent structure of the relationship between the variables. For 
example, body weight varies with height in an intrinsic way, quite unconnected with 
any errors of measurement. 

We may easily convince ourselves that the existence of errors in both X and Y 
poses a problem quite distinct from that of regression. If we substitute for X and Y 
from (29.7) into (29.4), we obtain 

N = &+a,F+(e—«,6). (29.8) 
This is not a simple regression situation: ¢ is a random variable, and it is correlated 
with the error term (e—a,6). For, from (29.6) and (29.7), 
cov (£, e—a,6) = E{E(e—a,6)} = E{(X+6)(e—a,4)} 
= —2,63, (29.9) 
which is only zero if of = 0, which is the regression situation, or in the trivial case 
a, = 0. 

The equation (29.8) is called a structural relation between the observable random 
variables ¢, 7. This structural relation is a result of the functional relation between 
the mathematical variables X, Y. 


29.5 In regression analysis, the values of the regressor variable X may be selected 
arbitrarily, e.g. at equal intervals along its effective range. But they may also emerge 
as the result of some random selection, i.e. 2 pairs of observations may be randomly 
chosen from a bivariate distribution and the regression of one variable upon the other 
examined. (We have already discussed these alternative regression models in 26.24, 
27.29.) In our present model also, the values of X might appear as a result of some 
random process or as a result of deliberate measurement at particular points, but in 
either case X remains unobserved due to the errors of observation. We now discuss 
the situation where X, and hence Y, becomes a random variable, so that the functional 
relation (29.4) itself becomes a structural relation between the unobservables. 


Structural relations between random variables 
29.6 Suppose that X, Y are themselves random variables (in accordance with our 
conventions we shall therefore now write them as x, y) and that (29.4), (29.5) and 
(29.6) hold as before. (29.8) will once more follow, but (29.9) will no longer hold 
without further assumptions, for in it X was treated as a constant. The correct version 
of (29.9) is now 
cov(&, e—a,6) = E{(x+6)(e—«,6)} = E(xe)—a, E(x6)— a, 03, (29.10) 
and we now make the further assumptions (two for x and two for ¥y) 
cov(x,6) = cov(x,e) = cov(y, 6) = cov(y, e) = 0. (29.11) 
(29.11) reduces (29.10) to (29.9) as before. 
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The present model is therefore 


= x46, 
i = ee fi ee) 
Vi = Ap tary, (29.13) 


subject to (29.6) and (29.11), leading to (29.8) as before. We have replaced the func- 
tional relation (29.4) between mathematical variables by the structural relation (29.13) 
expressing an exact linear relationship between two unobservable random variables 
x,y. The present model is a generalization of our previous one, which is simply the 
case where x, degenerates to a constant, X;. The relation (29.8) between the observ- 
ables &, 7 is a structural one, as before, but we also have a structural relation at the 
heart of the situation, so to speak. 

The applications of structural relation models are principally to the social sciences, 
especially econometrics. We shall revert to this subject in connexion with multivariate 
analysis in Volume 3. Here, we may briefly mention by way of illustration that if 
the quantity sold (y) of a commodity and its price (x) are each regarded as random 
variables, the hypothesis that they are linearly related is expressed by (29.13). If both 
price and quantity can only be observed with error, we have (29.12) and are therefore 
in the structural relation situation. The essential point is that there is both inherent 
variability in each fundamental quantity with which we are concerned and observational 
error in determining each. 


29.7 One consequence of the distinctions we have been making has frequently 
puzzled scientists. The investigator who is looking for a unique linear relationship 
between variables cannot accept two different lines, but he was liable in the early days 
of the subject (and perhaps sometimes even today) to be presented with a pair of 
regression lines. Our discussion should have made it clear that a regression line does 
not purport to represent a functional relation between mathematical variables or a 
structural relation between random variables : it either exhibits a property of a bivariate 
distribution or, when the regressor variable is not subject to error, gives the relation 
between the mean of the dependent variable and the value of the regressor variable. 
The methods of this chapter, which our references will show to have been developed 
largely within the last twenty years, permit the mathematical model to be more precisely 
fitted to the needs of the scientific situation. 


29.8 It is interesting to consider how the approach from Least Squares regression 
analysis breaks down when applied to the estimation of a) and a, in (29.8). If we 
have n pairs of observed values (&;, 7:), # = 1,2,..., , we find on averaging (29.8) 
over these values 


$= aot m8 +15 (e—a18). (29.14) 


The last term on the right of (29.14) has a zero expectation, and we therefore have the 
estimating equation 
= ata, & (29.15) 
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which is unbiassed in the sense that both sides have the same expectation. If we 
measure from the sample means &, 4, we therefore have, as an estimator of ao, 


ay = 0. (29.16) 
Similarly, multiplying (29.8) by , we have on averaging 
Lainf - “3 ¢4158(6-a,2), (29.17) 


where @, is the estimator of «,. The last term on the right of (29.17) does not vanish, 
even as n—> oo, for it tends to cov {é,e—«,¢}, a multiple of 03 by (29.9). It seems, 
then, that we require knowledge of of before we can estimate «,, by this method at 
least. Indeed, we shall find that the error variances play an essential role in the 
estimation of «,. 


ML estimation of structural relationship 
29.9 If we are prepared to make the further assumption that the pairs of observ- 

ables &,, 7; are jointly normally and identically distributed, we may use the Maximum 
Likelihood method to estimate the parameters of the structural relationship model 
specified by (29.6) and (29.11)-(29.13). (This joint normality would follow from the 
x, being identically normally distributed, and similarly for the y,, 6, and e,; if x, y 
degenerate to constants X, Y, univariate normality of 6, ¢ would be sufficient for the 
joint normality of ¢, 7.) We then have, by (29.6) and (29.11)-(29.13), the moments 

E() = E(x) = 4, 

E(y) = E(y) = % +o, 

varf = varx+o3 = of+03, (29.18) 

varn = vary+oz = afoi+o%, 

cov(E, 7) = cov(x, y) = a, 0%. 
It should be particularly noted that in (29.18) all the structural variables x, have the 
same mean, and hence all the y, have the same mean. This is of importance in the 
ML process, as we shall see, and it also means that the results which we are about to 
obtain for structural relations are only of trivial value in the functional relation case, 
since they will apply only to the case where X;, (the constant to which x, degenerates 
when o2 = 0) takes the same value (y) for all 7. See 29.13 below. 
There are six parameters in (29.18) : the structural relationship parameters a» and 

a, the error variances of and o?, and the mean yu and variance o2 of x. Now we saw at 
(16.47) and in Example 18.14 that the set of sample means, variances and covariance 
constitute a set of five sufficient statistics for the corresponding parameters of a bivariate 
normal distribution, and are also the ML estimators of these parameters. Thus the ML 
estimators here are, from (29.18), 


A=é, 
Gta, f = 7, 
62+ 65 = s?, (29.19) 


8,62 = Stny 
where s? is the sample variance of its suffix, and sz, is the sample covariance. 
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The first two equations in (29.19) may be solved for 4 and &» if we can obtain 4, 
from the other three equations, but we clearly cannot do this, for these three equations 
contain four unknown parameters ; we need some knowledge of the other three para- 
meters before we can solve for a, at all. 

The reason for this difficulty is not far to seek. Looking back at (29.18), we see 
that a change in the true value of a, need not change the values of the five moments 
given there. For example, suppose y and «, are positive; then any increase in the 
value of «, may be offset (a) in E(7) by a reduction in a», (b) in cov (€, 1) by a reduction 
in o2, and (c) in vary by an appropriate adjustment of o?. (The reader will, perhaps, 
like to try a numerical example.) What this means is that «, is intrinsically impossible 
to estimate, however large the sample ; it is said to be unidentifiable. In fact, » alone 
of the six parameters is identifiable. We met a simpler example of unidentifiability 
in Example 19.9. 


29.10 We now consider how we may make «, identifiable by further knowledge. 
We do not wish to assume knowledge of «_ and a,, whose estimation is our primary 
objective, or of o2, since x is unobservable. y is already identifiable, so we cannot 
improve matters there. Clearly, we must make an assumption about the error 
variances. 


Case 1: o§ known 
The third equation in (29.19) is replaced by 
+03 = 5, (29.20) 
which, with the fifth equation, gives 
~ _ Sty 
= 3 (29.21) 


If of = 0, we are back in the regression situation (with the regressor a random variable) 
and (29.21) is the ordinary Least Squares estimator. 


Case 2: o2 known 
The fourth equation in (29.19) is replaced by 
Goto? = Ss, (29.22) 
which, with the fifth equation, gives 
2 
n=. (29.23) 
Sin 
If 62 = 0, (29.22) is the reciprocal of the LS estimator of the regression of ¢ on 7 (which 
is without error). This, with the specialization of = 0 in Case 1 above, shows that 
when only one variable is in error, the ML estimator of «, is equivalent to fitting a LS 
line, using the error-free variable as regressor. This is intuitively acceptable : since 
there is only one true line of relationship in the present model, we ought to arrive 
at it by applying LS analysis, which requires the regressor variable to be free from 
error. 
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Case 3: o%/0%3 known 
This is the classical means of resolving the unidentifiability problem. With 02/03 = A, 
we rewrite the fourth equation of (29.19) as 


63624163 = 82. (29.24) 
The fifth equation in (29.19) produces, from (29.24), 
1S: + 465 = Si, (29.25) 
while the third and fifth equations in (29.19) give 
a= q-3. (29.26) 
1 
(29.25) and (29.26) yield the quadratic in @, 
af sey + &, (A9—S8)—As, = 0, (29.27) 
the roots of which are 
(S— Ast) + {(—A88)* +4255, }# (29.28) 
25¢q ‘i . 


By the last equation in (29.19), &, must have the same sign as s:,, and this implies 
that the numerator of (29.28) must always be positive, which will only be so if the 
positive sign is taken. Thus, finally, we have the ML estimator 

a, — (ROAD + (AAs 40} 
ye SE AN os, 


en 


(29.29) 


29.11 A somewhat embarrassing position arises in 


Case 4: o% and o? both known 
We are now left with only two unknowns in the last three equations in (29.19), 

and from them we can deduce both (29.21) and (29.23), which are inconsistent with 
each other. We are now in what is called an overidentified situation, in which we have 
too much knowledge,(*) some of which we must absorb in an extra parameter if we wish 
to remove the inconsistency between (29.21) and (29.23). An obvious way of doing 
this is to introduce a non-zero covariance into the model, replacing a zero covariance 
in either (29.6) or (29.11). Perhaps the most natural and useful is cov(d,,¢,). If 
we replace the last equation in (29.6) by the more general 

cov (5;, &:) = pose 

cov(6,¢)=0, iF i} een) 
the last equation in (29.18) is replaced by 
cov (é, 7) = cov(x, y) + cov(6, 2) = a, 02+ pose, 


(*) This way of stating the position obviously needs care in interpretation. In one sense, 
we can never have too much information in an estimation problem, although we may have more 
than is necessary to solve it. What is meant in the text is that the ML method, uncritically 
applied, leads to more equations than unknowns. This may imply that some other method 
should be sought. The subject requires extensive further examination. 
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and the last equation in (29.19) by 
462 = S¢,—P030,. (29.31) 

(29.21) and (29.23) now have s,, replaced by the right-hand side of (29.31). There 
is therefore no inconsistency between them, and multiplying them together gives for 
the ML estimator 
got 
aot 
the sign of &, being determined from the other equations. (29.32) may clearly give 
an “‘ impossible ” result if the observed s? is smaller than the known o?, or s? < oj. 
The risk of this is unavoidable whenever we are estimating from a difference a para- 
meter known to be positive. It is always open to us to put &, = 0 in such a case, but 
this states, rather than resolves, the difficulty, which is inescapable. 

Madansky (1959) has shown in an empirical example that (29.32) remains a good 
estimator even in the case p = 0 discussed at the beginning of this section. It is then 
not the ML estimator, but a reasonable compromise between (29.21) and (29.23). 


@ = (29.32) 


29.12 To complete our discussion of ML estimation in the structural relationship 
model, we need only add that, once &, is found, the first two equations of (29.19) at 
once give &», the last gives 62, and the third and fourth then give whichever of the error 
variances, if any, is unknown. 


Generalization of the structural relationship model 

29.13 As we remarked below (29.18), the structural relationship model discussed 
in 29.9-12 is a restrictive one because of the condition that all x; have the same mean, 
which implies the same for the y,; We had 


E(&) = E(x) =n, alli, (29.33) 
E(y:) = E(y)) = aotaeys, all i. (29.34) 

Suppose now that we relax (29.33) and postulate that ~ 
: E() = E(x) =n i=1,2,...,m. (29.35) 


(29.34) is then replaced by 

E(yi) = ata, Mi. (29.36) 
This is a more comprehensive structural relationship model, which may be specialized 
to the functional relationship model without loss of generality by putting o7 = of = 0, 
so that X, = wy, Y, = ap ta, Xj. 

However, in taking this more general model, we have radically changed the estima- 
tion problem. For all the “4; are unknown parameters, and thus instead of six para- 
meters to estimate, as in (29.18), we have (n+5) parameters. The essentially new 
feature is that every new observation brings with it a new parameter to be estimated, 
and it is not surprising that we discover new problems in this case. These parameters, 
specific to individual observations, were called “incidental”? parameters by Neyman 
and Scott (1948); other parameters, common to sets of observations, were called 
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“structural.” (*) We have already encountered a problem involving incidental para- 
meters in Example 18.16. 

We have now to consider the ML estimation process in the presence of incidental 
parameters, and we shall proceed directly to the case of functional relationship, which 
is what interests us here. 


ML estimation of functional relationship 

29.14 Let us, then, suppose that (29.4), (29.5) and (29.6) hold, and that the 6, 
and «, are independent normal variables. Since the X; are mathematical, not random 
variables, oZ = 0 and there are (n+4) parameters, namely a», «3, 03, o¢ and the m values 
X;. Our Likelihood Function is 


L cc os*o;"exp | — peg E(6.—X,)'—ea¥ fms (@ot a XD} |- 


Differentiating log L with respect to each X; as well as the other four parameters, we 
find : 


mB 5 Xe aA +3fn—(eoterX)}= 0, F=1,2...5m 29.37) 

“ee i. {ni— (eo +1 X,)} = 0, (29.38) 

oeee 4 Rit <0: (29.39) 

*Ke ik 24 25(6-X, = 0, (29.40) 

ase es 2453 fn (ota, X)} =, (29.41) 
Summing (29.37) over i, we find, using (29.38), 


EEX) = 0. 


Thus, if we measure the é, about their observed mean, we have the ML estimator of 
the sum of the X;, 


(EX) = Es, = 0. (29.42) 
Using (29.42), we have from (29.38) 
uni = Nag 


and if we measure the 7, also about their observed mean this gives 
& = 0. Rss a8 


(*) It should be particularly noted that structural parameters may occur in either functional 
or structural relationship models, or elsewhere. Whatever their origins, these two uses of the 
word “ structural” are distinct. 
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Using (29.43), we find from (29.39) 


a == on [E RE. (29.44) 
(29.40) gives 
= 13 ( - 8), (29.45) 
while (29.43) in (29.41) gives 
= i Z(m— 8, (29.46) 
But squaring in (29.37), we have, using (29.43), 
Ce re = Hyak, ys (29.47) 


and summing (29.47) over 7, we find from the ratio of (29.45) and (29.46) that we must 
have 

& = GR. (29.48) 
Putting (29.48) back into (29.37) to eliminate &,, we find 


& = » 
so that the ML estimator of X; satisfies 
1 6, : 
$x 3(&+Fn) ot es (29.49) 


To evaluate the ML estimators of of and of, we need to solve the (n+2) equations 
(29.45), (29.46) and (29.49) for the (2+2) unknowns X,, 63, 62. Thence, we evaluate 
&, from (29.48). 

However, it is not worth proceeding with the ML estimation process, for (29.48), 
first deduced by Lindley (1947), shows that the ML method fails us here. We have 
no prior knowledge of the values of the parameters «,, 03, 0%, and yet (29.48) gives a 
definite relation between the ML estimators, which is not true in the model as specified. 
In fact, (29.48) clearly implies that we cannot be consistently estimating all three of 
the parameters «,, 03, 0% The ML solution is therefore unacceptable here. 


29.15 It is, in fact, the general rule that, in the presence of incidental parameters, 
the ML estimators of structural parameters are not necessarily consistent, as Neyman 
and Scott (1948) showed. More recently, Kiefer and Wolfowitz (1956) have shown 
that if the incidental parameters are themselves independent, identically distributed random 
variables, and the structural parameters are identifiable, the ML estimators of struc- 
tural parameters are consistent, under regularity conditions. The italicized condition 
evidently takes us back from our present functional relationship model to the structural 
relationship model considered in 29.9-12, where we derived the ML estimators of «, 
under various assumptions. Neyman (1951) had previously proved the existence of 
consistent estimators of «, in the structural relationship. 
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29.16 It is clear from 29.14 that we cannot obtain an acceptable ML estimator 
of «, in the functional relationship without a further assumption, and indeed this was 
so even in the structural relationship case of 29.9-12, which our results and those quoted 
in 29.15 show to be essentially simpler. This need for a further assumption often 
seems strange to the user of statistical method, who has perhaps too much faith in its 
power to produce a simple and acceptable solution to any problem which can be posed 
simply. A geometrical illustration is therefore possibly useful. 

Consider the points (€,, ,) plotted as in Fig. 29.1. 


Values of & 
Fig. 29.1—Confidence regions per (X;, Yi)—see text 


Any observed point (&,, 7,) has emanated from a “‘ true” point (X;,, Y,) = (&—4, 
7.—€,) whose situation is unknown. Since, in our model, 6, and , are independent 
normal’ variates, (£;, 7,) is equiprobable on any ellipse centred at (X,, Y,), whose axes 
are parallel to the co-ordinate axes. Conversely, since the frequency function of 
(4 74) is symmetric in (€,, 7,) and (X,, Y,), there is an elliptical confidence region for 
(X,, Y;) at any given probability level, centred at (é,, 7;). ‘These are the regions shown 
in Fig. 29.1. Heuristically, our problem of estimating «; may be conceived as that of 
finding a straight line to intersect as many as possible of these confidence regions. The 
difficulty is now plain to see: the problem as specified does not tell us what the lengths 
of the axes of the ellipses should be—these depend on the scale parameters oy, 9,. 
It is clear that to make the problem definite we need only know the eccentricity of the 
ellipses, i.e. the ratio o,/os. It will be remembered that in the structural relationship 
problem of 29.9-10, we found a knowledge of this ratio sufficient to solve the problem 
of estimating «,. 


29.17 Let us, then, suppose that o2/o} = 4 is known. If we substitute o2/A for 

o2 in our ML estimation process in 29.14, we find that the inconsistency produced 

by (29.48) does not occur, since we now require to estimate only one error variance, 

say a2. Equations (29.40) and (29.41), which produced (29.48), are replaced by the 
single equation 

aloghL _ —2n 2 


do, a . a 


ZE- X44 Eu (ote XD} =0, 
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which gives, since (29.43) (and (29.44)) remain valid, 
1 
8 = FALE —X)+ Bn — 21 X,)*}. (29.50) 


Instead of (29.49), we now have, direct from (29.37), 
AEs— X) +41 (2,2) = 0, 
or 
a Bctaim 
x, ie (29.51) 
Putting (29.51) into (29.44), we have 
by = AMD AZ Eoet 2, Zt} 
1 BEE anf 2a, Deane 
which simplifies to 
BILE ne + Be (AZEF— Zh) —AL Esme = 0. (29.52) 


(29.52) is just (29.27) written in a slightly different notation. Thus the result of 29.10, 
Case 3, holds good: (29.29) is the ML estimator of «, in the general functional 
relationship, as well as in the simple structural relationship considered in 29.9-10. 


29.18 For values of 4 between its limiting values of 0 and oo (corresponding to the 
two regression situations), the estimated functional line will always lie between the 
two estimated regression lines. This is intuitively obvious in our geometrical illustra- 
tion ; analytically, it follows from the fact that &, defined at (29.29) is a monotone 
function of A (the proof of this is left to the reader as Exercise 29.1). ‘Thus the estimated 
regression lines set mathematical limits to the estimated functional line. However, 
these limits may be too far apart to be of much practical use. In any case, they are 
not, of course, probabilistic limits of any kind. 


29.19 Knowledge of the ratio of error variances has enabled us in 29.17 to evaluate 
ML estimators of a, and o?, namely (29.29) and (29.50). But our troubles are not 
yet over, for although &, is a consistent estimator of «,, 6? is not a consistent estimator 
of o?, as Lindley (1947) showed. 

To demonstrate the consistency of &,, we observe from the general results of 
Chapter 10 that the sample variances and covariance in (29.29) converge in probability 
to their expectations. Thus, if we write the variance of the unobservable X;, as Si, 
we have (cf. (29.18) for the structural relationship) 

I> Strat = Si+%, 
Hi Set og = af Sz +103, 
Sen > % SE. 
Substituting (29.53) in (29.29), we see that 
&,—> ( {of Si + Aoh—4(SE+.08)} + [ {of St +405 — 2 (S¥ +08) }¥ +4 (x, S¥)*])/ (22, SE} 
ae (29.54) 


(29.53) 
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which establishes consistency. The same argument holds for the structural relation- 
ship with o? replacing S} throughout. 

The inconsistency of 6? in the functional relationship is as simple to demonstrate. 
Substituting (29.51) into (29.50), we Pb the alternative forms 


8 Tea gna EN (29.55) 
- Tae Ot Pest (29.56) 

Using (29.53) and (29.54) in (29.55), we have 
#5 ne a(t St+ot- ~ 224 St-+<8(s 1+ F)} = set (29.57) 


This substantial inconsistency in the ML estimator reminds one of the inconsistency 
noticed in Example 18.16; the difficulty there was directly traceable to the use of 
samples of size 2 together with the characteristic bias of order 1/n in ML estimators. 
Here, too, we are essentially estimating o? from the pairs (£,, 7,), a8 the form (29.55) 
for 6% makes clear. The inconsistency of the ML estimator is therefore a reflection 
of the small-sample bias of ML estimators in general. This particular inconsistent 
estimator causes no difficulty, a consistent estimator of of being given by replacing the 
number of observations, 2n, by the number of degrees of freedom, 2n—(n+2) = n—2, 


in the divisor of 6%. The consistent estimator is therefore a. 


We have thus seen that in the functional relationship, even knowledge of 4 = 03/03 
is not enough for ML estimators to estimate all structural parameters consistently. 
For some structural relationships, the consistency of the ML estimators of structural 
parameters is guaranteed by the Kiefer-Wolfowitz result stated in 29.15 above. 


Example 29.1 
R. L. Brown (1957) gives 9 pairs of observations 
é: 18 41 #58 75 93 106 13:4 147 18:9 
n: 69 125 20:0 15:7 249 23-4 30:2 35:6 39-1 
which were generated from a true linear functional relationship Y = a+o,X with 
error variances of = o%. Thus we have 2 = 1, n = 9, and we compute 
xé = 86-1, Zn = 208-3 
&= 9-57, A= 23-14, 
and, rounding to three figures, 
ns? = 238, ns? = 906, ns, = 451. 
Thus (29.29) gives 


_ (906 — 238) + { (906 —238)"+4 (451)? }# 
= ~~ 2x451 


— 668+ 1122 
~ 992 = a 
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If we measure from the observed means, therefore, we have & = 0 by (29.43) and 
the estimated line is 
Y—23-14 = 1-99(X—9-57) 


or 
Y = 1:99X+401. 
The consistent estimator of o? is, by 29.19, 3? = 2 2% dt where 6 is defined at 
(29.56). We thus oe as our estimator in this case 
9 
= vise te 28s Seq + 23 52) 
= 1 —(3- . 2 = 1: 
= 7 (1 41-999) 06 (3-98 x 451) + (1-99)?238} = 1-53. 


In point of fact, the data were generated by adding to the linear functional relationship 
(¥-%) = 2(X-&) 

random normal errors 6, ¢ with common variance 62 = 1. Thus the estimators, par- 

ticularly &,, have performed rather well, even with n as low as 9. 


Confidence interval estimation and tests 
29.20 So far, we have only discussed the point estimation of the parameters. 
We now consider the question of interval estimation, and turn first to the problem of 
finding confidence intervals (and the corresponding tests of hypotheses) for «, alone, 
which has been solved by Creasy (1956) in the case where the ratio of error variances / 
is known. We can always reduce this to the case A = 1 by dividing the observed values 
of n by At. Hence we may without loss of generality consider only the case where the 
error variances are known to be equal. In this case, the Likelihood Function is 
iw ocmexp{—7( + z ze) (29.58) 


whether the relationship is structural or functional. Maximizing (29.58) is the same 
as minimizing the term in braces, which may be rewritten as z (63+ ?). We therefore 
i=1 


see, by Pythagoras’ theorem, that the ML estimation procedure minimizes the sum of 
squares of perpendicular distances from the observed points (€;, 7;) to the estimated 
line. This is intuitively obvious from the equality of the error variances. 


We now define 

= tand, 

é& = tan a (29.59) 
and we have at once from (29.29) and the invariance of ML estimators under transforma- 
tion that the ML estimator of tan 29 is 

2tan6 2a seq 


1=tantd ~ 1-33 ~ [a=<" a 


tan 26 = 
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the modulus in the denominator on the right of (29.60) ensuring that the sign of 
tan 26 is that of &, and s;,, 

If and only if «, = 0, € and 7 are uncorrelated, by (29.18), and since they are normal, 
this implies that their observed correlation coefficient 


1 = S1q/(Se5y) 
will be distributed in the form (16.62), or equivalently, by (16.63), that 
t= {(n—2)r/(1-r)} (29.61) 
is distributed in ‘‘ Student’s”” form with (n—2) degrees of freedom. Since 
sin?26 = tan*26/(1 +tan?26), 

(29.61) may be rewritten, using (29.60), as 

ie {(m-2) sin? 26 lg erased (29.62) 
The statistic (29.61) or (29.62) may be used to test the hypothesis that a, = 6 = 0. 


29.21 If we wish to test the hypothesis that «, takes some non-zero value, a diffi- 
culty arises, for the correlation between ¢ and 7 is seen from (29.18) to be, with of = o%, 
inc ge ge 
°™ {(elot+o8) (0+ 0)" 

a function of the unknown o? (for which we understand S? in the functional case, as 
previously). To remove this difficulty we observe that for any known value a,, and 
therefore of 6, we can transform the observed values (£,, ,) to new values (£;, i) by 
the orthogonal transformation 

é’ = nsin6+écos6, 

n’ = ncos6—é sind, 


which simply rotates the co-ordinate axes through the angle 6. ‘Thus to test that «, 
takes any specified value, we simply test that 2, = 6 = 0 for the transformed variables 
(é’, 7’). Since variances and covariances are invariant under orthogonal transforma- 
tion, this means that (29.62) remains our test statistic, except that in it 6 is replaced 
by (6-6). 

There remains the difficulty that to each value of ¢ in (29.62) thus modified, there 
correspond four values of 0, as a result of the periodicity of the sine function. If we 
may take it that the probability that |6—6| exceeds 47 is negligible, the problem dis- 
appears, and we may use (29.62), with (6—6) written for 0, to test any value of a, = tan 
or to set confidence limits for 6 and thence «,. The confidence limits for 6 are, of 
course, simply 

‘ ~~ fei. ‘| 
6+} arcsin [2e {oui2} (eaeeaseyy | (29.63) 
where ¢ is the appropriate ‘‘ Student’s ” deviate for (n—2) degrees of freedom and the 
confidence coefficient being used. Because of the condition that |6—6| < 4x, this is 
essentially a large-sample method. 
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Example 29.2 
For the data of Example 29.1, we find 
6 = arc tan 1-99 = 0-352 
and for 7 degrees of freedom and a central confidence interval with coefficient 0-95, 
we have from a table of ‘“‘ Student’s ” distribution 
t = 2:36. 
Thus (29.63) becomes, using the computations for 4,, 
= U 
0-350 + farcsin [+7 ea 
V7 x 1122 
= 0:35%+ 4 arcsin0-1742 = 0-352 + 0-032. 
The 95 per cent confidence limits for 0 are therefore 0:32 and 0:382. Those for a, 
are simply the tangents of these angles, namely 1-58 and 2:53. The ML estimate 1:99 
is not central between these limits precisely because we had to transform to @ to obtain 


them. The limits are rather wide apart as a result of the few degrees of freedom 
available, 


29.22 As well as setting confidence limits for «, in the manner of the preceding 
section, we may, as R. L. Brown (1957) pointed out, find a confidence region for the 
whole line if the error variances are both known. For notwithstanding the fact proved at 
(29.9) that the error term (e—«,6) is correlated with ¢, we may rewrite (29.8) as 


N—(aotag) = e—a, 8. (29.64) 
The right-hand side of (29.64) is a normally distributed random variable with zero 


mean and variance of + «?.3, and the left-hand side of (29.64) contains only the observ- 
ables ¢, 1 and the parameters a», a, We thus have the fact that 


z {ni— (ao +01 €,) }* 


“oltatog 


is distributed in the chi-squared form with n degrees of freedom (2). If of and o; 
are both known, we may without loss of generality take them both to be equal to unity, 
since we need only divide £; by og and 7; by o, to achieve this. (29.65) then becomes 
the 72 variate 


(29.65) 


$ (uot ay} (29.66) 


fel 1+af 
We may use (29.66) to find a confidence region for the line. For if we determine 
¢, from tables of x? by 

P{7 > c}=1-y, 
we have probability y that 


z {n— (wot ar.) }® < ¢,(1 +03). (29.67) 
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Measuring from the observed means &, 7 as before, (29.67) becomes 

Sit m+ af S§— 2a $4, < €,(1 +05) 
or 

ah(s$—¢,) — 2a sy +08 < G—s. (29.68) 
If we take the equality sign in (29.68), it defines a conic in the («9, @,) plane. If ¢, is 
increased (i.e. y is increased), the new conic lies inside the previous one. The conic 
is a 100(1—y) per cent confidence region for (a, «). 

This confidence region is bounded if the conic is an ellipse, but unbounded if the 
conic is a hyperbola. There may, in fact, be no real values of (a, «,) satisfying (29.68). 
We have already discussed this difficulty in another context in Example 20.5. 

We may now, just as in 28.26, treat (29.68) as a constraint which the true line must 
satisfy, and then find the envelope of the family of possible lines, which will again 
be a conic, by differentiation. The result, given by R. L. Brown (1957), is the region 
in the (X, Y) plane bounded by 

(¥—4, XP_ (i V+X)P _ 4 ge 
A rs 144 (29.69) 


where &, is defined by (29.29)(*) and 


S 5 
Ly io, by = $+ 4 5p, 
1 


&, is assumed positive, so that b, > b,. (29.69) is the required confidenée region, 
which is a hyperbola if 6, < c, < by, an ellipse if c, > by. If c, < 6,, the conic is 
not real. 


29.23 It must be remembered that the confidence region of the last section applies 
only to the over-identified case discussed in 29.11, Case 4, where the ML estimator is 
unknown unless we make some further assumption. It should be particularly noted 
that if the situation is made identifiable by the more general assumption (29.30), the 
confidence region does not apply, since the variance of (e—«,5) now depends on a 
further parameter p. 

Quite apart from this point and the conceptual difficulties arising from elliptical or 
imaginary confidence regions for the line in the cases stated at the end of 29.22, another 
remark is worth making. It is not an efficient procedure to set confidence limits for 
the mean of a normal distribution with known variance by using the 73 distribution of 
the sum of squares about that mean—we remarked this in Example 20.5 and again in 
Example 25.3, where we showed that the ARE of the corresponding test procedure is 
zero. We thus should not expect the confidence region (29.69), which is based essen- 
tially on this inefficient procedure, to be efficient. It is given here only because better 
results are not available. 


©) Of course, &, is not the ML estimator in this case—see 29.11, Case 4. (29.69) is simply 
expressed in terms of ,. 
cc 
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L. ear functional relationship between several variables 

29.24 We now consider the estimation of a linear relationship in & variables. To 
make the notation more symmetrical, we will consider the variables X,, X,..., Xi 
and the dummy variable X9( = 1) related by the equation 


gk 
Zaks = 0. (29.70) 


Apart from X,, the variables are subject to error, so that we observe ¢, given by 

&y = Xyt+dy, t= 1,2,...,0; 7 = 1,2,...,k (29.71) 
Of course, &9; = Xo; = 1 for alli. As before, we assume the 6’s normally distributed, 
independently of X and of each other, with zero means ; and we make the situation 
identifiable by postulating knowledge of the ratios of error variances. If we suppose 
that 

vard, _ vards = 3 var 5x 
i 7 hy a ap (29.72) 
where the 2’s are known, we may remove them from the analysis at the outset by 
dividing the observed &; by 1/4; These standardized variables will all have the same 
unknown variance, say 03. 
The logarithm of the Likelihood Function of the error variables is then 


kon 
log L = constant—nk log 05 — a = Pol (Es — Xs) (29.73) 


If we regard our data as ” points in k dimensions, the problem is to determine the 
hyperplane (29.70). Maximizing the likelihood is equivalent to minimizing the double 
sum in (29.73) and this is the sum of squares of distances from the observed points & 
to the estimated points X, as in (29.58). This sum is a minimum when the estimated 
X’s are the feet of perpendiculars from the é’s on to the hyperplane. Thus the ML 
estimator of the hyperplane is determined so that the sum of squares of perpendiculars 
on to it from the observed set of points is a minimum. 


29.25 This is a problem of familiar type in many mathematical contexts. The 
distance of a point &;, &2;,...,&x: from the hyperplane (29.70) is 


k t \ 
>» autu/( >» «) . 
j=0 j=0 
The quantity to be minimized is then 
n k 2 k 
S=2 ( = atu) / Eat. 
i=1 \j=0 j=0 
It is convenient to regard this as a minimization of 
Si = E(ZayEs)* (29.74) 


subject to the constraint 
Za? = constant, 
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and we may take the constant to be 1, without loss of generality, by (29.70). We 
have then to minimize unconditionally 

2X (ZasEu)'—azaj, 
where yu is a Lagrange undetermined multiplier. Differentiating with respect to «,, 


we have 
Bhu (Foss =pea, =0,1,...,z (29.75) 


The first of these equations, with / = 0, (Eg, = 1) may be removed if we take an origin 
at the mean of the é’s, i.e. 
Zé, = 0. 


Writing ¢,; for the covariance of the ith and jth variate, we then have, from (29.75), 
& 
Zeus = Cat 1=1,2,...,k (29.76) 


Taking the right-hand terms over to the left and eliminating the «’s between these 
equations, we find 


(ys e, Cy sus © 
i ll n 13 13 is F 

1 
Cis én —4 Cay sue Oy 

n 
: 
# . = 

| er (29.77) 
i a | 
| - 
a ‘ : . MI 
| Cu Cu Cu ec ed 


If we divide row i by the observed standard deviation of ¢,, S;, and column j by S;, 
and write 7,; for correlations, (29.77) becomes 


(1-6, 14: Tis eee Te | 
Tig «1-80, ren wee oe 
; Tis Ts3 «©621-03 «2. ore | é (29.78) 
vos . oo. =U, . 
| | 
‘Tn Tx Te ... 1-& | 


where 0, = ¢/(nS}). 

We can solve (29. 78) for 4 and hence find the «’s from (29.76). In actual computa- 
tional practice it is customary to follow an iterative process which evaluates the «’s 
simultaneously. These solutions for the «’s are, of course, the ML estimators of the 
true values. 

Note that (29.78) is an equation of degree k in 4, with k roots (which, incidentally, 
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are always real since the matrix, of which the left-hand side is the determinant, is non- 
negative definite). We require the smallest of these roots, for if we multiply the /th 
equation in (29.75) by «, and add the last & of them, we find that the left-hand side 
sums to (29.74). Hence 


S=n rt o=ph (29.79) 


is to be minimized. 


29.26 The method of 29.22 for two variables can be extended to give a quadric 
surface as confidence region in k dimensions for a, «2,..., a. Likewise a quadric 
can be found “ within” which should lie the hyperplane (29.70) representing the 
functional relation. Such regions are, of course, difficult to visualize and impossible 
to draw for k > 3. Reference may be made to R. L. Brown and Fereday (1958) for 
details. (Some of their results are given in Exercises 29.6-8.) The remarks of 29.23 
will apply here also. 


29.27 So far, we have essentially been considering situations in which identifi- 
ability is assured by some knowledge or assumption concerning the error variances. 
The question now arises whether there is any other way of making progress in the 
problem of estimating a linear functional or structural relationship. Different ap- 
proaches have been made to this question, which we now consider in turn. 


Geary’s method of using product-cumulants 
29.28 The first method we consider was proposed by Geary (1942b, 1943) in the 
structural relationship context, but applies also to the functional relationship situation. 
We write the linear structural relationship in the homogeneous form 
Oy Xp pagxgt ... tax, = 0. (29.80) 


Each of the x, is subject to an error of observation, 6,, which is a random variable 
independent of x, and the observable is $; = x,+6;. The 6, are mutually independent. 
Consider the joint cumulant-generating function of the é;. It will be the sum of the 
joint c.g.f. of the x, and that of the 6,. The product-cumulants of the latter are all 
zero, by Example 12.7. Thus the product-cumulants of the other two sets, the §, 
and the x,, must be identical. If we write x, for cumulants of the x’s, xe for cumulants 
of the é’s and write the multiple subscripts as arguments in parentheses we have 


Ke (Pi Pay ++ +> Pr) = Ke(Pis Per - +> Pr), (29.81) 
provided that at least two p,; exceed zero. Thus the product-cumulants of the x’s 
can be estimated by estimating those of the é’s. 


29.29 The joint c.f. of the x’s, measured from their true means, is 


$(ty, te...) = E exp( z 0,31), (29.82) 


i 
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where 6, = it;. ares of (29.82) with respect to each 6, yields 


z aya ; = E{(Ee,2,)exp (=0,=,)} ='0, (29.83) 
1 
using (29.80). For the eek y= ae also, we have from (29.83) 


Lay 5p = 32595, fe dias 
Since, by definition, 
a 
p= ix(pudy--- Pe) eT pt, «+ Pe! 


we have from (29.84) for all p; > 0 


«(Dit Ly pas e+ > Pe) teak (Pr Pat, .--s Pelt ++. $0yK(PuPas ++ -sPetl) =0. 
(29.85) 


The relations (29.85) will also be true for the product-cumulants of the observed ¢’s, 
in virtue of (29.81), provided that at least two of the arguments in each cumulant 
exceed zero, i.e. if two or more p; > 0. In the functional relationship situation, the 
same argument holds. The random variable x,, on which 2 observations are made, 
is now replaced by a set of n fixed values X;;,..., Xj. If this is regarded as a finite 
population which is exhaustively sampled, our argument remains intact. 


29.30 Unfortunately, the method of estimating the «, from (29.85) (with estimators 
substituted for the product-cumulants) is completely useless if the x’s are jointly 
normally distributed, the most important case in practice. For the total order of each 


zk 
product-cumulant in (29.85) is & p;+1 > 3 since two or more p; > 0. All cumulants 
i=1 


of order > 3 are zero in normal systems, as we have seen in 15.3. Thus the equations 
(29.85) are nugatory in this case. This is not at all surprising, for we are dealing here 
with the unidentifiable situation of 29.9, and we have made no further assumption to 
render the situation identifiable. 

Even in non-normal cases, there remains the problem to decide which of the relations 
(29.85) should be used to estimate the k coefficients «;. We need only k equations, but 
(assuming that all cumulants exist) have a choice of an infinite number. The obvious 
course is to use the lowest-order equations, taking the p, as small as possible, for then 
the estimation of the product-cumulants in (29.85) will be less subject to sampling 
fluctuations (cf. 10.8(e)). However, we must be careful, even in the simplest case, 
which we now discuss. 


29.31 Consider the simplest case, with k = 2, which we specified by (29.13). 
We rewrite this in the form «,x—y = 0, which is (29.80) with x =x,, y =x, 
&%&_ = —1, a» = 0 because we are measuring from the means of x and y. (29.85) 
gives in this case the relations 


a, «(pit1, ps)—«(py Patl) = 0 
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or, if x(pi+1, ps) ¥ 0, 
— "(Pp Pot 1) 
«(Pi+ls Ba) ies 
This holds for any p,, p, > 0, and is therefore, as remarked in 29.30, useless in the 
normal case. Even if the distribution of the observables (¢, 7) is not normal, its 
marginal distributions may be symmetrical. and if so all odd-order product-moments 
and hence product-cumulants will be zero. Thus even in the absence of normality, 
we must ensure that (p,+2+1) is even in order to guard against the danger of sym- 
metry. The lowest-order generally useful relations are therefore 
Pi=1,py=2: y= ar a a 
Pi = 2, pa= 1: a, = Kaa/Ksy, a 
the cumulants being those of (¢, 7), which are to be estimated from the observations. 
There remains the question of deciding which of the relations (29.87) to use, or 
more generally, which combination of them to use. Madansky (1959) suggests finding 
a minimum variance linear combination, but the algebra would be formidable and not 
necessarily conclusive in the absence of some assumptions on the parent (é, 7) 
distribution. 
Even in the absence of symmetry, we may still be unfortunate enough to be sampling 
a distribution for which the denominator product-cumulant used in (29.87) is equal 
to zero or nearly so; then we may expect large sampling fluctuations in the estimator. 


Example 29.3 
Let us reconsider the data of Example 29.1 from our present viewpoint. We find, 
with n = 9, 
Se. = Z(E—£)*(q7-7) 445-853 = nua, 
fia = BGA (q—f)? = 542-877 = muy 
Sax = Z(E—E)'(q—7) = 24,635-041 = mus, 
S22 = Z(E—F)*(q— 9)" = 46,677-679 = uae. 
Thus (3.81) gives the observed cumulants 
Ker = Us = 49°5395 wig = Liz = 60-320; 
a1 = Ms1—3egoftr = — 1232-45; 
Kaz = Hasr—H2oHoa— 2h, = — 2493-613. 
Using these values in equation (29.86) we find the estimate of a, : 
“13 _ 60-320 


hi= L pPr=l: ae = 49-539 = 1-22, (29.88) 
while from the second equation in (29.87), we have the much closer estimate 
a2, pie ty Ba cae, (29.89) 


ie) — 1232-45 
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It might be considered preferable to use k-statistics instead of cumulants in these 
equations. From 13.2 we have, since we are using central moments, 


Ra Say 


* (n—1)(n—2) 


ky, = > — 

1 (n=1) (2-27 
hey = ED ts 

Pe (n—1)(n—2)(2-3) ” 
n(n+1)513—2(n-1)s,—(n— 1) S008 

(n—1)(n—2) (n—3) 
The use of k-statistics rather than sample cumulants as estimators therefore makes no 
difference to the estimate (29.88). We find 
ky, = —1057:19, ky, = — 2308-79, 

— 2308-79 
10879 = 2-18. (29.90) 
It will be remembered that these data were actually generated from random normal 
deviates. It is not surprising, therefore, that the estimate (29.88) is so wide of the 
mark. (The ML estimator in Example 29.1 was 1-99.) The remarks in 29.30-1 
would lead us to expect this estimator to behave very wildly in the normal case, since 
it is essentially estimating a ratio of zero quantities. 

It will be noticed that (29.89) is slightly closer to the ML estimator than the appar- 
ently more refined (29.90). This ‘‘ refinement ” is illusory, for although the k-statistics 
are unbiassed estimators of the cumulants, we are here estimating a ratio of cumulants. 
Both estimators are biassed ; (29.89) is slightly simpler to compute. 

The reader may like to verify that if the first equation in (29.87) is used we find 
#13 = 10,003, «,, = —5131 and thus the estimate «13/xs_ = 2-06, very close to (29.89). 

In large samples from a normal system, none of our estimators would be at all 
reliable. 


Ry = 


and the estimate (29.89) is now replaced by 


29.32 We conclude that the product-cumulant method of estimating «,, while it 
is free from additional assumptions, is vulnerable in a rather unexpected way. It 
always estimates «, by a ratio of cumulants, and if the denominator cumulant is zero, 
or near zero, we must expect sharp fluctuation in the estimator. This is not a 
phenomenon which disappears as sample size increases—indeed it may get worse. 


The use of supplementary information: instrumental variables 

29.33 Suppose now that, when we observe & and 7, we also observe a further 
variable ¢, which is correlated with the unobservable true value x but not with the 
errors of observation. The observations on ¢ clearly furnish us with supplementary 
information about x which we may turn to good account. ¢ is called an instrumental 
variable, because it is used merely as an instrument in the estimation of the relationship 
between y and x. We measure &, 7 and ¢ from their observed means. 
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Consider the estimator of «, 
n n 
a= 5 tam/ ay Cubs (29.91) 
which we write in the form 
n n 
a,% C= Doin, 
imt i=l 
or, on substitution for 7 and &é, 
4, 204(x +4) = Bl (wo tare t+ey). (29.92) 


Each of the sample covariances in (29.92) will converge in probability to its expectation. 
Thus, since ¢ is uncorrelated with 6 and «, we obtain from (29.92) 


a,cov(¢, x) —> a, cov(Z, x). (29.93) 
If and only if 
lim cov(¢, x) ¥ 0, (29.94) 
n> 2 
(29.93) gives 
a,—> a, (29.95) 


so that @, is a consistent estimator. It will be seen that nothing has been assumed 
about the instrumental variable ¢ beyond its correlation with x and its lack of correla- 
tion with the errors. In particular, it may be a discrete variable. Exercise 29.17 gives 
an indication of the efficiency of a,. 


29.34 Whatever the form of the instrumental variable, it not only enables us to 
estimate «, consistently by (29.91) but also to obtain confidence regions for (xo, ~;), 
as Durbin (1954) pointed out. 

The random variable (7—a 9—a,€) = e—«,8 by (29.8). Since ¢ is uncorrelated 
with 6 and with e, it is uncorrelated with (7—a)—a, &). It follows (cf. 26.23 (a)) that, 
given a» and «,, the observed correlation r between ¢ and (7—a —«, &) is distributed 
so that 

t? = (n—2)r?/(1—1?) (29.96) 
has a “ Student’s ” ¢?-distribution with (n—2) degrees of freedom. If we denote by 
t{_, the value of such a variate satisfying 

Pf < t_,} = 1-7, 
we have, since r? = ¢*/{t?+(n—2)}, a monotone increasing function of ¢*, 

[Zo (n— aoa €)]* ai 
Pion wenee <a Io? 
or 
(2 oy)P = 20, 2 ln BE + af (ULE)? ane | 
Ei2(S7ft nad — Ie, Sb + oF EE) < ri_,} = 1-y». (29.97) 

It will be seen that (29.97) depends only on «, and a,, apart from the observables 

¢,, €. It defines a quadratic confidence region in the (a, «,) plane, with confidence 
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coefficient 1—y. If a is known, (29.97) gives a confidence interval for #,, but ¢® 
now has (n—1) degrees of freedom, since only one parameter is now involved. We 
shall see later that for particular instrumental variables, confidence intervals for 2, may 
be obtained even when a, is unknown. 


29.35 The general difficulty in using instrumental variables is the practical one 
of finding a random variable known to be correlated with x and known not to be corre- 
lated with 6 and with e: we rarely know enough of a system to be sure that these 
conditions are satisfied. However, if we use as instrumental variable a discrete “‘ group- 
ing” variable (i.e. we classify the observations according to whether they fall into 
certain discrete groups, and treat this classification as a discrete-valued variable) we 
have more hope of satisfying the conditions. For we may know from the nature of 
the situation that the observations come from several distinct groups, which materially 
affect the true values of x ; while the errors of observation have no connexion with this 
classification at all. For example, referring to the pressure-volume relationship dis- 
cussed in 29.1, suppose that (29.2) were believed to hold. If we take logarithms, the 
relationship becomes 

logP = C—ylogV, 

precisely the form we have been discussing, with «, = C anda, = y. Suppose now 
that we knew that the determinations of volume had been made sometimes by one 
method, sometimes by another; and suppose it is known that Method 1 tends to 
produce a slightly higher result than Method 2. The Method 1—-Method 2 classification 
will then be correlated with the volume determination. The errors in this determina- 
tion, and certainly those in the pressure determination (which is supposed to be made 
in the same way for all observations), may be quite uncorrelated with the Method 
classification. Thus we have an instrumental variable of a special kind, essentially a 
grouping into two groups. 

We now discuss instrumental variables of this grouping kind in some detail. 


Two groups of equal size 

29.36 Suppose that , the number of observations, is even, and that we divide 
them into two equal groups of 4n = m observations each. (We shall discuss how the 
allocation to groups is to be made in a moment.) Let & be the mean observed & in 
the first group and &’ that for the second group, and similarly define 7 and 7’. Then 
we may estimate a, by 


a, = 7-4 (29.98) 
and thence estimate a, by 
aq = (+7) — 0, (F' +8). (29.99) 


Wald (1940), to whom these estimators are due, showed that a, defined at (29.98) is a 
consistent estimator of «, if the true x-values satisfy 
lim inf|#’—#| > 0, (29.100) 
no 


a condition which clearly will not be satisfied if the observations are randomly allocated 
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to the two groups, when lim |#’—%| = 0. But if the (unobserved) x’s in the first 
a> ao 

group are all less than those in the second group, the condition will be satisfied. In 
practice, we cannot ensure this, since the x’s are unobserved. What we actually do is to 
allocate the m smallest observed ¢’s to the first group. This will be satisfactory if the 
errors of observation on x, the 6’s, are not large enough to falsify (29.100). Geometri- 
cally, this procedure means that in the (€, 7) plane we divide the points into equal 
groups according to the value of &, and determine the centre of gravity of each group. 
The slope of the true linear relationship is then estimated by that of the join of these 
centres of gravity. 

If we treat the allocation to the two groups as an instrumental variable ¢, which 
takes the value +1 when the observation is in the upper group and —1 when in the 
lower group, we have 

cov(f, x) = #’—<, 
and substitution of this into the consistency condition (29.94) yields in this case 
lim |%’ —#| #0 
>> 


which is (29.100) again. Wald’s condition (29.100) is thus essentially the general 
condition (29.94) applied to this case. 


29.37 We may use the estimator (29.98) to obtain consistent estimators of the 
two error variances. For since, by (29.18), 


a = var g— COVE ”, 
a 


o2 = varn—a, cov (&, 7), 
we need only substitute the consistent estimators s?, s? and s,, for the variances and 


(29.101) 


covariances (multiplying each by past to remove bias), and a, for «,, to obtain the 


consistent estimators 


(29.102) 
a= a4 (S3— ay Sen) 
Example 29.4 
Let us apply this method to the data of Example 29.1. There are 9 observations, 

so we omit that with the median value of & Our groups are then: 

&: 18 41 58 7:5; 10-6 13-4 14:7 18-9 

n: 69 125 20-0 15-7; 23-4 30:2 35-6 39-1. 
We find 

800; &' = 57-6/4 = 14-400 

1/4 = 13-775; 4’ = 128-3/4 = 32-075. 
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The estimate is 
32:075 — 13-775 
14-400 —4-800 
reasonably close to the true value 2. 
For these 8 observations, we find 
Ss? = 29-735, s% = 112-709,  5;,, = 56-764. 

Substituting in (29. 102), we find the estimates 

§ = —0-054, 

8 = 5:16. 
These are very bad estimates, the true values being unity ; s§ is actually negative and 
therefore “ impossible.” 

Inaccurate estimates of the error variances are quite likely to appear with these 
estimators, despite their consistency, as we may easily see. If the true values (x, y) 
are widely spaced relative to the errors of observation, the observed values (¢, 7) will 
be highly correlated, their two regression lines will be close to each other, and a, will 
then be close to the regression coefficient of 7 on é, s;,/s?, and to the reciprocal of the 
regression coefficient of ¢ on 7, s,/s%. Thus, from (29.102), both sj and s? will be 
near zero, and quite small variations in a, will alter them substantially. In our present 
example, the correlation between and 7 is 0-98, and even the small deviation of a, 
from the true value «, is enough to swing sj violently downwards and s? violently 
upwards. 


= 1-91, 


a= 


29.38 A confidence interval for a, was also obtained by Wald (1940). For each 
of the two groups, we compute sums of squares and products about its own means, 
and define the pooled estimators, each therefore based on (m—1)+(m—1) = n—2 
degrees of freedom, 


se o{z EGO E 5 iF}, ; 
8} = {3 tua 5 oni a}, (29.103) 


1 . on 
Sum 5 { E 6e-Dea-+ 5 €:-FVeni-a)}- 
These three quantities, in normal variation, are distributed independently of the 
means &, &', 7, 7’, and therefore of the estimator (29.98). In (29.101), we substitute 
(29.103) to obtain the random variables, still functions of «,, 
Si = St-Safe} 

ins Sats San (29.104) 
Now consider 
St = Sita} Sj = Sita S?—20, Sq 


7 + [ EF (u—a0—a38))-G— 20-8) 
+z {(ni—a9— @ £1) — (7 —@o—01 £)} ‘|. (29.105) 
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(n — 2) S* is seen to be the sum of two sums of squares; each of these is itself the sum 
of squares of m independent normal variables (7;—a%9—a, &,) about their mean, and 
from (29.8) we see that each of these has variance o?+a?03. Thus 


(n—2) S? 
+ ais 
has a ? distribution with (n—2) degrees of freedom. We also define 
u = 4(F-€)(a,—«,) = 3{ (7-7) -2 F'-8)} 
= 4{ (9 —%@9—048") —(j—a%—a4£)} = i{(#-«,5)—(é-«, 5}. 
The two components on the extreme right, being functions of the error means in the 
separate groups, are independently distributed. We thus see that 4 is normally dis- 


tributed with zero mean and variance p22 aio8) = 1424 afc). Moreover, is 
m n 


a function only of £’, £, 7’ and #, and is therefore distributed independently of S*. 
Thus 


_ unt (F- é) (a,- a,)ni (29.106) 


t=— 


S  2(S?—2ay Spa? SF)! 


has a “ Student’s”” distribution with (n—2) degrees of freedom. For any given 
confidence coefficient 1—y, we have 


P{t? < f_,} =1-y. (29.107) 
The extreme values of «, for which (29.107) is satisfied are, from (29.106), the roots of 
(F'-8)(a,—a,)* = Mix “A=1(S$— 2a Sey ah 98) 


or 


ai {i-rs}-@ Hr} +20,{ a(€ -8-ME 5y} 
+ {iss Si-ar(e— By} af (29.108) 


a quadratic equation in 2, of which the discriminant is 


(“=)'(s%,- 5159+‘ (at 53-20, S,+5). (29.109) 


The first term in (29.109) is negative, by aus, inequality, and the second term 


positive, since its factor in brackets i: is 5 Pay Bk a If n is large enough, the 


positive term, which has a multiplier a *, will be greater than the negative, with 


4h oN? 


a multiplier Then the quadratic (29.108) will have two real roots, which 


are the confidence limits for «,. 
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29.39 Similarly, we may derive a confidence region for (a, «). From (29.99), 
we estimate %» by a). Consider the variable 


UV = Ay—a = (7 +7) — 4-4, (F’ +4). (29.110) 
v is normally distributed, with zero mean and variance 


Lyar(q—ao—ax£) = L(ot+ato8), 


i.e. its variance is the same as that of u in 29.38. _», like u, is easily seen to be distributed 
independently of S?, so that if we substitute v for u in (29.106), we still have a 
“ Student’s ” ¢ variable with (n—2) degrees of freedom. If a, is known, we may use 
this variable to set confidence intervals for a», the process being simple in this case, 
since a» appears only in the numerator of t. However, this is of little practical import- 
ance, since we rarely know «, and not ap. 

But we may also see that u and v are independently distributed. To establish this 
we have, by the definitions of u and v, only to show that 


2u = (4-7-2, (E-4) 
is independent of 
Hote = (9 +7)—a1(F' +6). 
These two variables are normally distributed, the first of them with zero mean. Their 
covariance is 
E(a' +4) (9-7) +f EE +8) (E —£)—20, E(y’ F 7 &). 
Each of the first two expectations is that of a difference between identically distributed 
squares, and is therefore zero. The third expectation is a difference of identically 
distributed products, and is also zero. Thus the covariance is zero, and these variables 
are independent. Hence u and wv are independent. 


u?+o? 


| (oct 0108) 


It now follows that is a y* variate with 2 degrees of freedom and 


hence that 
ng, EY 
F= Sn (29.111) 
is distributed in the variance-ratio distribution with 2, n—2 degrees of freedom. From 
this, we may obtain a confidence region for a» and «,, which is (cf. Exercise 29.5) an 
ellipse, as we should expect from the independence and normality of u and v, which 
are linear functions respectively of a, and ap. 
This confidence region is not equivalent to that obtained by putting the instru- 
mental variable = +1 in (29.97). Our present region is based on the distribution of 


F = 2+) but the random variable i has i 
=5 3 ut the random variable in (29.97) a numerator depending only 


on wu? and is not a monotone function of F. Intuitively, the latter seems likely to give 
a better interval, but we know of no result to this effect. 
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Three groups 

29.40 It was pointed out by Nair and Shrivastava (1942) and by Bartlett (1949) 
that the efficiency of the grouping method may be increased by using three groups 
instead of two, and estimating «, by the slope of the line joining the centres of gravity 
of the two extreme groups. (We have already done this implicitly in Example 29.4, 
where we omitted the central observation in order to carry out a two-group analysis.) 
The three-group method may be formulated as follows. 

We divide the n observations into three groups according to the value of £, the 
first group (low values of ¢) containing p, observations, and the third group (high 
values of £) np, observations. p, and p, are proportions, the choice of which is to 
be discussed below. The two-group method is a special case with p, = p, = 4 when 


n is even (when the middle group is empty) and p, = p, = ie-)) when 2 is odd 


(as in Example 29.4). The grouping now corresponds to an instrumental variable ; 
in (29.91) taking values + 1,0 and — 1 for the third, second and first groups respectively. 
The estimator is 


gE 
as before, but the primed symbols now refer to the third group, and the unprimed 
symbols to the first group. The estimator is consistent under the same condition as 
before. 

Nair and Shrivastava (1942) and Bartlett (1949) studied the case p, = p, = 3. In 
this case, as in 29.38, we define S?, S? and S;, in (29.103) by pooling the observed 
variances and covariances within the three groups, but now dividing by (n—3), the 
number of degrees of freedom in the present case. (29.104) then defines S} and S? 
as before and S? = S?4a}S}. (n—3) S?/(c2+<«j03) is a z? variate with (n—3) degrees 
of freedom. In this case 


(29.112) 


a,= 


| 


nies i 
€-(a,-a9 (2) 
will be a normal variate distributed independently of S*, with zero mean and variance 
o2+a%o3. Thus the analogue of (29.106) is 
nm)! (F-£)(a.—21) 
( 3) . : (29.113) 
distributed in “ Student’s”’ distribution with (n—3) degrees of freedom, and we set 


confidence intervals from (29.113) as before. 
The results of 29.39 extend similarly to the three-group case. 


29.41 The optimum choice of p, and p, has been investigated for various distribu- 
tions of x, assumed free from error. Bartlett’s (1949) result in the rectangular case 
is given as Exercise 29.11. Other results are given by Theil and van Yzeren (1956) 
and by Gibson and Jowett (1957). Summarized, the results indicate that for a rather 
wide range of symmetrical distributions for x, we should take p, = pz. = } approxim- 
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ately, the efficiency achieved compared with the minimum variance LS estimator being 
of the order of 80 or 85 per cent. 

The evidence of the relative efficiency of the two- and three-group methods in the 
presence of errors of observation is limited and indecisive. Nair and Banerjee (1942) 
found the three-group method more efficient in a sampling experiment. An example 
given by Madansky (1959) leads strongly to the opposite conclusion. 


Example 29.5 
Applied to the data of Example 29.1, the method with p, = p, = } gives 3 observa- 
tions in each group. We find 
& = 15-67, §F= 3-90, 
3 


7 = 34-97, qj = 13-13, 
whence 
34-97 — 13-13 
#1 = 75.6723.90 ~ 186 


close to the value 1-91 obtained by the two-group method in Example 29.4, but actually 
a little further from the true value, 2. 


The use of ranks 

29.42 To conclude our discussion of grouping and instrumental variable methods, 
we discuss the use of ranks. Suppose that we can arrange the individual observations 
in their true order according to the observed value of one of the variables. We now 
suppose, not merely that two or three groups can be so arranged, but that the values 
of x are so far spread out compared with error variances that the series of observed 
£’s is in the same order as the series of unobserved x’s. We now take suffixes as re- 
ferring to the ordered observations. Again we make the usual assumptions about the 
independence of the errors and consider an even number of values 2m = n. To any 
pair &,, 7, there is a corresponding pair £,,; i, %m+i and we can form an estimator of «, 
from each of the m statistics. 

a(i) = ti § = 1,2,...,m, (29.114) 
Emi Fs 

and we may choose either their mean or their median as an estimator of a. 

Alternatively, we could consider all possible pairs of values 


m1 Bo 

Ene? 69H 125 3559 (29.115) 
There are 42(n—1) of these values, and again we could estimate «, from their mean 
or median. 

These methods, due to Theil (1950), obviously use more information than the 
grouping methods discussed earlier. The advantage of using the median rather than 
the mean resides in the fact that from median estimators it is fairly easy to construct 
confidence intervals, as we shall see in 29.42. 


a(é,j) = 
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Example 29.6 
Reverting once more to the data of Examples 29.4 with the middle value omitted. 
we find for the four values of a(t) in (29.114), 


23-4-6-9 30-2—-12:5 
mcs gas a 
35-6 —20-0 39-1—15-7 

14-7— 5a 7 18-9— zag = NES. 


The median (half-way between the two middle aia is 1-88. The mean is 1-85. 

If we use (29-115), we can use all nine observations. There are 36 values of a(i,/) 
which, in order of magnitude, are —2-529, — 1-154, 0-708, 0-833, 0-941, 1-293, 1-342, 
1-400, 1-458, 1-479, 1-544, 1-618, 1-677, 1-753, 1-797, 1-875, 1-883, 1-892, 1-903, 1-981, 
2-009, 2-053, 2-179, 2-225, 2-385, 2-400, 2-429, 2-435, 2-458, 2-484, 2-764, 2-976, 3-275, 
4-154, 4-412, 5-111. The median value (half-way between the 18th and 19th values) 
is 190. The mean is 1-93. 


29.43 We now relax the normality assumptions on the errors and impose a milder 
condition on the term (e,—«,4,), namely, that it shall have the same continuous distribu- 
tion for all ¢. In the terminology of 28.7, we have identical errors in 7—a —2,!, 
together with continuity. It then follows that the probability of one value, say 
e,—«,6,, exceeding another, &n4;—245n+i, is }. 

Since from (29.114) 

oy — Nii _ Cim+i— %1 mss) — (n= 2180) 
a() emt im Fi <F busi Fs 


we have 
(Em+i—%1 Sns-s) | (e:— 0184) 
Ensi— 
The denominator &4:—&; is positive, and consequently the probability that 
a(i)—«, > 0 is 3}. Thus the probability that exactly j of the (a(#)—a,) ¢xceed zero, 


= A 80 that the probability that the r 
greatest a(i) exceed «, and the r smallest a(i) are less than «, is 


P{a(r) < a, < a(m—r+1)} = 1- 25 G le (29.116) 


which may be expressed in terms of the Incomplete eta Function by 5.7 if desired. 
This is a confidence interval for ,. 


a(i)-a, = 


ie. a, < a(f), is given binomially as 


29.44 If, in addition, we assume that 6 and « have zero medians, we have 
P{ni— a8; > %o} = 3. 
Given any «, we can arrange the quantities 7,—a, ¢, say 3; in order of magnitude, 
and in the same manner we have 


P{z, < @ < %m—ru1} = 1-2 2 iG la (29.117) 
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It does not appear possible by this method to give joint confidence intervals for a» 
and «, together, except with an upper bound to the confidence coefficient (cf. Exercise 
29.10). 

The use of (29.115), when all pairs are considered, is more complicated, the distribu- 
tions no longer being binomial. They are, in fact, those required for the distribution 
of a rank correlation coefficient, t, which we discuss in Chapter 31. Given that distri- 
bution, confidence intervals may be set in a similar manner. 


29.45 These methods may be generalized to deal with a linear relation in k vari- 
ables. If we can divide the n observations into k groups whose order, according to 
one variable, is the same for the observed as for the unobserved variable, we may find 
the centre of gravity of each group and determine the hyperplane which passes through 
the k points. If, in addition, the order of observed and unobserved variable is the 
same for every point, we may calculate [n/k] = / relations for the points (£,, 41, 
Foray +++sSusr)s (Fa S42, frra--+sFu42), etc., and average them. Theoretically 
the use of (29.115) may also be generalized, but in practice it would probably be too 


tedious to calculate all the (i) possible relations. 


3 

29.46 A more thoroughgoing use of ranks is to use the rank values of the é’s, i.e. 
the natural numbers from 1 to , as an instrumental variable, as suggested by Durbin 
(1954). Little is known of the efficiency of this method, although it ought to be 
superior in efficiency to grouping methods, since it uses more information. We shall 
only illustrate the method by an example. 


Example 29.7 

For the data of Example 29.1, we use the ranks of from 1 to 9 as the values of 
the instrumental variables ¢. Since the é-values are already arranged in order, we 
simply number them from 1 to 9 across the page. Then 


Zlim = (1x 6-9)+(2x 12-5)+ ... +(9x39-1) = 1267-7, 
Veg, = (1x 1-8) +(2x4-1)+ ... +(9x 18-9) = 549-0. 
From our earlier computations, 
qj = 23-14, 
& = 9.57, 
while 2¢, = $n(n+1) = 45, 
so that from the observed means the covariances are 
Ll —FUCy = 1267-7 —23-14 x45 = 226-40. 
é ‘ 
BleE— ELC, = 549-0—9:57x 45 = 118-35. 
Thus from (29.91) we have 
226-40 


a= Tigs5 1-91, 
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the same value as we obtained for the two-group method in Example 29.4, closer to 
the true value 2 than the three-group method's estimate of 1-86 in Example 29.5. 


Controlled variables 

29.47 Berkson (1950) (cf. also Lindley (19535) ) has adduced an argument to show 
that in certain types of experiment the estimation of a linear relation in two variables 
may be reduced to a regression problem. We recall from 29.4 that the relationship 

Y = Ggta,F+(e—a,5) 

cannot be regarded as an ordinary regression because £ is correlated with (e—«,0). 

Suppose now that we are conducting an experiment to determine the relationship 
between y and x, in which we can adjust ¢ to a certain series of values, and then measure 
the corresponding values of 7. For example, in determining the relation between the 
extension and the tension in a spring, we might hang weights (£) of 10 grams, 20 grams, 
30 grams, ..., 100 grams and measure the extensions (7) which are regarded as the 
result of a random error e acting on a true value y. However, our weights may also be 
imperfect, and in attaching a nominal weight of § = 50 grams we may in fact be 
attaching a weight x with error 6 = 50—x. Under repetitions of such experiments 
with different weights, each purporting to be 50 grams, we are really applying a series 
of true weights x, with errors 6, = 50—x,. Thus the real weights applied are the 
values of a random variable x. € is called a controlled variable, for its values are fixed 
in advance, while the unknown true values x are fluctuating. 

We suppose that the errors 6 have zero mean. This implies that x has a mean of 
50 =&. We now have 

&, = xy+dy 

where x, and 6, are perfectly negatively correlated. If we suppose, as before, that 4, 
has the same distribution for all &; we may write. 


x=&-6 
and, as before, 
1 = (ao +a,%) +e. (29.118) 
Putting the previous equation into (29.118) we find 
n = Ata, E+(e—a,d), (29.119) 


which is of the same form as (29.8) but is radically different. For ¢ is not now a random 
variable, and neither ¢ nor 6 is correlated with it. Thus (29.119) is an ordinary regres- 
sion equation, to which the ordinary Least Squares methods may be applied without 
modification, and «») and a, may be estimated and tested without difficulty. 


29.48 Even if the values at which ¢ is controlled are themselves random variables 
(ie. determined by some process of random selection) the analysis above applies if 
the errors 6 and e are uncorrelated with ¢. The latter assumption is usually fulfilled, 
but the former may be more difficult. In terms of our previous example, suppose that 
we made a random selection of the weights available, and used these for the experiment. 
The requirement that 6 be uncorrelated with & now implies, e.g. that the larger weights 
should not tend to have larger or smaller errors of determination in their nominal 
values than do the smaller weights. Whether this is so is a matter for empirical study. 
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There is no doubt that, in many experimental situations, the preceding analysis is 
valid. & is often an instrumental reading, and the experimenter often tries to hold ¢ 
to certain preassigned values (not chosen at random, but to cover a specified range 
adequately). In doing so, he is well aware that the instrument is subject to error and 
will not read the true values x precisely. It is comforting, after our earlier discussions 
of the difficulties of situations involving errors of measurement, that the standard LS 
analysis may be made in this common experimental situation. This fact illustrates 
the point, which cannot be too heavily stressed, that a thorough analysis of the sources 
of error and of the nature of the observational process is essential to the use of correct 
inferential methods, and may, as in this case, lead to a simple solution of an apparently 
difficult problem. 


29.49 The analysis of situations of a more complex kind, when some variables are 
controlled and some are not, or when replicated observations are obtained for certain 
values of the controllei variables, requires a careful specification of the model under 
discussion. We have not the space to go into the complications here. Reference may 
be made to T. W. Anderson (1955) and to Scheffé (1958) for some interesting work 
in this field. 

Curvilinear relations 

29.50 Up to this point we have considered only linear relations between the 
variables. The extension of the methods to curvilinear relationship is not as straight- 
forward a matter as it is in the theory of regression ; and indeed some of the problems 
which arise have successfully resisted attack hitherto. We proceed with an account 
of some work, mainly due to Geary (1942b, 1943, 1949, 1953), in what is, as yet, only 
a partially explored field. 

It will illustrate the kind of difficulty with which we have to contend if we consider 
the quadratic functional relationship 

Y = apta,X+a,X2. (29.120) 
On the same assumptions concerning errors e in Y and 6 in X as we made in the linear 
case, and with the further simplification that their variances 03, o? are in a known ratio 
which we take to be 1 without loss of generality, we have, for the Likelihood Function 
when the errors are normal, 


1 
logL = constant — 2nlog o,— 773 {2 (E,— XP +E (qi— ao a4 Xs— ore X})?}. (29.121) 


Differentiation of (29.121) gives 
&,—X,4 (wot a, Xp 40g XF—7;) (01 +20,X,) = 0, i= 1,2,...,0, (29.122) 


E (totes Xt ay Xt—n) = 0, (29.123) 
E(aot a X, +a, XP—) X, = 0, (29.124) 
E (ot oy Xit ory Xt—11) X? = 0, (29.125) 


- 74 5[z .- X04 (nae a, X.-a4X1) | =0. (29.126) 
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Summing (29.122) over #, and using (29.123) and (29.124) we find, as before at (29.42), 
that if we measure the é’s from their observed mean 


(2X) = 28, = 0. (29.127) 

If we also measure the 7’s from their mean, we find, from (29.123){29.125), and (29.127), 
N&o +a,2 X} = 0, 

a, DXi+a,L Xi = In, X, (29.128) 


aol XP tal XY+agUX} = Oy, XP. 
(29.128) is of the pattern familiar in regression analysis; but the X’s here are not 
observed quantities. To obtain the ML estimators we must solve the (+3) equations 
in (29.122) and (29.128) for the (n+3) unknowns X,, %», «1, % The estimator of 
o? then follows from (29.126). In practice we should probably solve these equations 
by iterative methods. 

The complication is also obvious from the geometrical viewpoint. We are now, 
from (29.121), seeking to determine a quadratic curve such that the sum of squares of 
perpendicular distances of points from it is a minimum. The joins of the different 
points to the curve are not parallel and may even not be unique. A solution, though 
arithmetically attainable, is clearly not expressible in concise form. 


29.51 The product-cumulant method of estimating the coefficients (cf. 29.28) can 
be extended. Consider the cubic structural relationship 


Y = Apt ayxtagx*+asx’. (29.129) 


We drop the assumption that the errors are normally distributed. The joint c.f. of 
y and x is 


H(t te) = [ exp(O.y +012) aF (=, 9), 
where 6, = it;, We then have 
a 
36, 9 "96, "7368 ** 365 
= | (yg eng 52%) exp; 9+803) dF =0 — (29.130) 


by (29.129). Putting y = log¢ and using the relations 


% _ 4% 
a “) com 


at ofatone a3} 
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we find, frodA (29.130) 


Het ~ a, 5a {ee t+ (3) }-= {oot 3 Se ont (ae) fH 0. (29.132) 


The equating to zero : ‘coefficients i in (29.132) when y is expressed as a power series 
in cumulants gives us a set of equations for the determination of the «’s. These 
equations are linear in the «’s but not, in general, in the cumulants. By (29.81), the 
product-cumulants of x and y are the same as those of and 7. If x and y are normally 
distributed, the method breaks down as in 29.30. 


29.52 This process is not entirely straightforward. We will illustrate the point 

by considering the estimation of a», «, and a, in the quadratic case («3 = 0 in (29.129)). 
We have 

OF 

yp==x,— ris 

Without loss of generality we take x1) = x9, = 0. This is equivalent to taking an 

origin at the mean of the x’s, which is estimated by the mean of the é’s._ From (29.132) 

we then have 
6 —Gy—a, Lx, -«, A 
“"@—ijis! aia oy 2 mi = —pi* 


(@ = ae Tey : ‘ =0. (29.133) 


Equating coefficients to zero in (29.133), in order, we find 

Constant terms: —a —«aqXo3 = 0. (29.134) 
This is the only equation involving a». It is useless except for estimating a, which 
means that we must estimate not only a, but x93 (which depends on the variance of 
the error term). We also have 


Terms in 0,: Kg —@ 1 Ky, —&% qq = 0. 

Terms in 02: 13 —@y Kog—%aXo3 = 0. 

Terms in 67: K30—%1 Ka1— %q(Kag+2x31) = 0. (29.135) 
Terms in 0,92: %g1—@1 K1g—%q («13 +2411 K 92) = 0. 

Terms in 63: — kyg—0@ 1 Kog—O@q(Kog + 2u3_) = 0. 


The first equation in (29.135) involves x49, which does not occur again. This equation 
is thus also useless for estimating the a’s. It will be plain from (29.135) that the 
coefficient of any power of 6,, say 6{, contains x,», which will not occur in any other 
equation. Such equations are therefore useless for estimating the «’s unless we assume 
that the errors ¢ are normally distributed (with cumulants above the second equal to 
zero), in which case the cumulants x,», as well as the product-cumulants, may be 
estimated from the observables, and equations such as the third in (29.135) are usable. 
We then can eliminate x9, between the second and fourth equation in (29.135). The 
result, in conjunction with the third equation, enables us to solve for a, and a. 
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If we do not assume the errors to be normal, we require further e§ations. We 

have from (29.133) 

Terms in 076: 31-01 Kg3—%q(Kagt+2oe Kar + 4x11 Kr) = 0, 

Terms in 0,63: wgg—O%yKyg—%q(Kigt 2ogKigt+4hoaKi3) = a} (29.136) 

Terms in 02: 13 —&1 Kog—%g (Kop + Oxon X03) = 0. 
The first two equations of (29.136) contain, apart from product-cumulants, xo and #93. 
We can eliminate these with the help of the second and fourth equations in (29.135), 
and solve for a, and «,. We can thus estimate xo, and hence, from (29.134), the value 
of a». Some of the eliminants may be non-linear, in which case we might get more 
than one set of estimators. 


29.53 The two-group estimation method of 29.36 clearly generalizes to poly- 
nomials of order k in x if we can divide the observations into (k+1) groups which are 
in the same order by ¢ as by x; we then determine the centre of gravity of each group 
and fit the polynomial to the (k+1) resulting poifts. Theil’s method (29.42) also 
generalizes in a fairly obvious way. If we divide the observations into (k+1) groups 
and fit [2/(k+1)] parabolas to the points obtained by picking one observation from 
each group, we have only to average the resulting parabolas. This is not as simple 
as it sounds, however. It is not necessarily true that, if we get a set of parabolas 
a,+4a,x+ a,x, the best estimated parabola is d)+4,x+4,x*. Some heuristic amalgama- 
tion of the set seems to be indicated, such as fitting by Least Squares in the direction 
of the y-axis, or drawing the curves and selecting one which seems to represent the 
median position so far as possible along its length. 


29.54 The extension of the analysis of controlled variables to the non-linear case 
involves one or two new points. Although the linear case can be reduced to regression 
analysis, the curvilinear case cannot. Consider the cubic functional relationship 


Y = agta,X+a,X*+05X3. 
If we put § = X+6, n = Y+e we find 
N = X&pta,(E—6)+a,(F—5)? +05 (F—5)*, (29.137) 
where the é’s, the controlled quantities, are fixed. Let us consider repetitions of the 
observations over the same set of £’s and denote by E the expectation in such a reference 
set. Summing (29.137) over the observations, we have 


In = nayta, LD Etagd &+a,d%+a, £24 3x, 5 £634 terms of odd order in 6 or ¢. 
Taking expectations, we then have 
E(Z7n) = n(aot+a_03) +(x, +3x303) DFta,sLe+asUs® 

Likewise, multiplying (29.137) by and summing, we get equations 

E(2né) = (ao +%_03) DE +(a, +3303) DT S+aUe+az, Les, (29.138) 
and so on. These equations can be solved for the quantities 

(%o+%208), (a1 +3a308), way Xs. 

It is rather remarkable that, although «, and «; are identifiable, «) and , are not so 
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without knowledge, or an estimate, of of. The only way round the difficulty seems to 
be to replicate the experiment with the same set of ¢’s. The papers by Geary (1953) 
and Scheffé (1958) should be consulted for further details. 


29.55 We may be able to reduce a non-linear relationship to a linear one by a 

transformation. Consider, for example, a functional relationship of the type 
Y? XY = constant. 

Here the obvious procedure is to take logarithms. In general, if we can transform 
data to linearity before the estimation begins we shall have gained a great deal. The 
theoretical drawback of this procedure is that if errors in Y and X are, say, normal 
and homoscedastic, those of the transforms log Y and log X will not be. The moral, 
here as elsewhere, is that we should endeavour to obtain as much prior information 
as possible about the nature of the observational errors ; and that, when the errors are 
substantial and of unknown distribution, we should use methods of estimation which 
make as few assumptions about their nature as possible. 


The effect of observational errors on regression analysis 
29.56 It is convenient to conclude this chapter with a brief account of an allied 
but rather different subject, the effect of errors of observation on regression analysis. 
Suppose that x and y, a pair of random variables, are affected by errors of observation 
6 and e¢, so that we observe 
&= x44, 
n=yte 
As before, we suppose the 6’s independent, the e’s independent, and 6 and ¢ independent. 
Our question now is: suppose that we determine the regression of one observed 
variable on the other, say 7 on £; what relation does this bear to the regression of 
y on x, which is of primary interest ? 
The argument of 29.28 shows us that the product-cumulants of = and 7 are those 
of x and y. Thus cov(é,7) = cov(x,y). But regression coefficients also depend on 
variances, which are not unchanged. The linear regression equation 


y = Bx, with B, = cov(x,y)/o3 
is replaced by 
n = Bg, with f, = cov(E,n)/of = cov(x,y)/{o+08), 
and clearly f, < B,. The effect of the errors is thus to diminish the slope of the 


regression lines. It follows that the correlation between &, 7 will also be weaker than 
that between x, y. 


29.57 However, this attenuation of the coefficients is not the whole story. Let us 
suppose that the true regression of y on x is exactly linear with identical errors (cf. 28.7). 
Does it follow that the true regression of 7 on & is also exactly linear ? The answer is, 
in general, no; only under certain quite stringent conditions will linearity be unim- 
paired. We will prove a theorem stated in an elegant form by Lindley (1947): a 
necessary and sufficient condition for the regression to continue to be linear is that the 
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c.g.f. of the variable x is a multiple of the c.g.f. of the error 6. More precisely, in terms 
of the c.g.f.s of x and &, we must have 


Bive = Bive (29.139) 
We have seen in 28.7 that it is necessary and sufficient for the -Tegression of y onx 
to be exactly linear, of the form 


y = Bot Bixte 
with identical errors, that the joint f.f. of x and y factorizes into 
f(y) = 8(*)A(y—Bo— Bi), (29.140) 
where g(x) is the marginal distribution of x; or equivalently that the c.g.f.s satisfy 
P(t te) = Yo(ti tte Bs) + Ya(ts)+its Bo (29.141) 


Now we know (28.5) that if ¢(¢,, t,) is the joint c.g.f. of £, 7 and the regression of 
n on & is exactly linear of form 7 = £j+f;, &+e, then 


[att | = if,+B,—e—. eh (29.142) 
Ot, = 
But if 6, ¢ are independent of each other and of x, y we mae 

O (tay te) = p (tarts) + yo (ts) + ye (ts)- (29.143) 


Substituting (29.143) and (29.141) into (29.142) we find 


Equating coefficients of t, in (29.144) we have 


Since ¢(#;,0) = ye(t,), (29.145) ceed at once to © (29.139). 
The other terms in (29.144) give, writing «4 for means, 


Mat Bots = Bo (29.146) 
In particular, if 6 and e have zero means, 
Bo = Bo (29.147) 


This proves the necessity of (29.139). Its sufficiency follows easily. 


29.58 If we also require identical errors in the regression of 7 on é, we obtain a 
much stronger result (Kendall, 1951-2). For then we have (29.141) holding as well 
as (29.143) for the c.g.f. ¢(t;, t3) of &, 7. Thus, writing primes in (29.141), 

C (tata) = v (tats) + pots) + pelts) = vor (tree Bi) +a (ts) tits Bo. (29.148) 

Substituting for p(t,, t,) from (29.141), (29.148) becomes 
Pa (ti tts Br) + yr (ta) +i te Bot po (ts) + ye(ts) = vy (tr tte Bi) +yw (ts) +it2 Bo. (29.149) 
Putting ¢, = 0 in (29.149) and subtracting the resulting equation from (29.149), we find 
Yo (ts +t2B1)— vs (ta Bs) + Yo(ts) = vy (tr +2281) — Yo (ts Bi) (29.150) 
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Denoting cumulants of x, € by superfixes (not powers) g and g’, we find from (29.150) 
Eg at tPy_ Dx, GAY oo 42x 4 = Se NAAR ~ Ef BY, (29.151) 


Consider a term of order > A say r = 3, ee powers of the third degree we 


have 
tig = g, 
Bir = Bird, (29.152) 
Bing = (Bi)? xf. 


The second and third results are only possible if 8, = A, or if «§ and «f vanish. It 
follows that all third cumulants, and similarly all cumulants higher than the second, 
vanish. The converse again follows. Thus, if and only if x, 6, and & are all normal 
will the exact linear regression with identical srg y = Byt+B,x become the exact 
linear regression with identical errors 7 = Bo+ Bi. 


29.59 Various other theorems on this subject have been proved. Apparently the 
first was given by Allen (1938), who proved under restrictive conditions that if 


ee et, } 1m #0, 


n= mx+e, 

then the necessary and sufficient condition for the regression of 7 on ¢ to be exactly 
linear for all J in a closed interval is that x and 6 are normal. Some of her conditions 
have been relaxed by Fix (1949a), who requires only that x, 6 and ¢ have finite means 
and that either x or 6 has finite variance. Fix’s result has been generalized further 
by Laha (1956) to the case where the error variables 6, ¢ are not independent. 

Lindley (1947) proved a more general result than (29.139)—see Exercise 29.12. 
The result of 29.58 may also be extended to several variables—see Exercise 29.13. 


EXERCISES 


29.1 Show that the ML estimator &, defined at (29.29) is a monotone function of 4. 


29.2 Referring to the method of 29.28, show that : (a) if the errors 4 are completely 
independent of the x’s, but (b) if (A ~ 1) product-cumulants of the 6’s can be found which 
vanish, then equations (29.85) can still be used to estimate the «’s. In particular, this is 
so if the 6’s are distributed in the multivariate normal form. 

(Geary, 1942b) 


29.3 Show that equations (29.85) are equally true if there are substituted for the x’s 
the corresponding moments of the x’s, but that it does not then hold for the observed ¢’s. 


29.4 Show directly that the estimator a, of (29.98) is a consistent estimator of «,, 
and hence that the estimators (29.102) of the error variances are consistent. 
(Wald, 1940) 
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29.5 Referring to equation (29.111), show that the confidence region for a» and x, 
consists of the interior of an ellipse. 
(Wald, 1940) 


29.6 We have n observations, x;, x3, ..-, Xa, On a vector variate, the components of 
which are distributed independently and normally with unit variances. It is desired 
to test the acceptability of the relationship 


agt+ax=0 (A) 
where a, is scalar and @’ the transpose of a column vector a. Show that 
n -\ ‘, 
m= % (40+ a'x3)' (ea + ax) 
jet aa 
is distributed as y* with m degrees of freedom. If V is the dispersion matrix of the 


observations, show that the envelope of (A) subject to a constraint imposed by putting 
ng at (B) equal to a constant x3 is given by 


|V—¢I| + Vigaixy = 0, 


where I is the identity matrix and Vj; is the cofactor of the (i, j)th element in | V—4¢I'. 
Show that this may also be written 


1+x’(V-—¢D)-—'x = 0. 
(R. L. Brown and Fereday, 1958) 


(B) 


29.7 In the previous exercise, if the roots of |V—¢I| = 0 are ¢;,...,¢, and A 
is the diagonal matrix with elements ¢;; and if L is the orthogonal (k x &) matrix of 
vectors determined by VL = LA, show that by transforming to new variables y = L’x 
the equation of the envelope is 

1+y'(A-¢D“*y = 0 
and hence is 
ot 
x 4+1=0. 
=1 $-¢ 
(R. L. Brown and Fereday, 1958) 


29.8 In the previous two exercises, show that if, corresponding to (A) of Exercise 29.6, 
we have in Exercise 29.7 
Bot B’y = 0, 


then the joint confidence region for the f’s may be written 
rE 
er (¢1— $0) Bj = 0, 


where ¢, is the critical value of ¢ at (B) in Exercise 29.6, obtained from the ;* tables. 
(R. L. Brown and Fereday, 1958) 


29.9 Show that the statistics a() of equation (29.114) can be used to provide a test 
of linearity of relationship (as against a convex or concave relationship), by considering 
the correlation between a(i) and i. 

(Theil, 1950) 


29.10 A set of variables Xj are connected with Y by the relation 


Er 
Y = aot 3 ay Xj. 
j=l 
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The errors in the X’s are such that the order of the observed ¢; (= Xj + 6,) is the same 
as that of the corresponding Xj for all = 1,2,...,%. Show that if the d’s are such that 
P{a<ajp=t 


where 2 = ej— = aj6;, then a confidence interval in the manner of 29.43 can be set 
i= 


up for any a; if the other a’s are given. Hence show how to set up a conservative 
confidence region for all «’s by taking the union of the individual intervals. 
(Theil, 1950) 


29.11 (= 21+1) observations on 7(= Y+e) are made, at equally-spaced unit 
intervals of X, which is not subject to error, so that § = X. The e’s have variance o*. 
If the parameters in Y = ag+0,X are estimated by Least Squares, giving minimum 
variance unbiassed estimators, show that the estimator of «, has variance 

303/ {1 (1+ 1) (21+1) }. 

Show further that if the observations are divided into three groups, consisting of 
nk, n—2nk, nk observations, the estimator a, of (29.112) has maximum efficiency when 
k = }, and is then > $, while the efficiency when k = 4 is only $$ of this. 

(Bartlett, 1949) 

29.12 The regression of y on x, Xa, .--, %% is given by 

y= 2b Xf 


and the errors are independent of the x’s. If x; is subject to error d;(¢; = xj+4)), and 
y to error e(7 = y+8), the 6’s being independent of each other and of ¢, show that the 
regression of 7 on the é’s is exactly linear of the form 


n=Z Bes 
j 


if and only if 


) Ha a 
BO —B;) Ya i = Ee, 


where the y’s are c.g.f.s of sis suffix pe This generalizes 29.57. 
(Lindley, 1947) 


29.13 In Exercise 29.12, show further that the errors in the second regression are 
independent of the é’s if and only if the distribution of the x’s, ¢’s and 6’s are all normal. 
This generalizes 29.58. 

(Kendall, 1951-2) 

29.14 In Exercise 29.12 show that 

Pye Pye 
2b aan = dary 
Hence, if S is the dispersion oe of the £’s and A (a diagonal matrix) that of the d's 
8- (8) = BAS* 
where ®, (8’) are the row vectors of the f’s and fs respectively. 
(Lindley, 1947) 


29.15 Show that if the unobservables x, y and the instrumental variable ¢ are normally 
distributed with zero means, and a, is defined by (29.91), the variable 


as on / {Fee 2a, zy+%) 
(1 F2¢— Fy¢)* 
is distributed as “ Student’s” #* with (n—1) degree of freedom. 
(Geary, 1949) 
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29.16 From the result of the last exercise, show that approximately 
xg (1 zg — Sy) 
aii [eae — 20; Gey +05) — = (1 Ge¢— 0)" 
_@ Faq — Oye) {ees (05 0 — 05) + (xe Gye — Foy %) J ¥}"* 
{of (a3 05 — 20, Ory + 95) — (041 Fg — Oy)" }* 
(Madansky, 1959) 


29.17 Assuming that there are no errors of observation in # or y (i.e. § = x, 7 = 5), 
show that, for fixed x's and ¢’s, the estimating efficiency of the estimator a, of (29.91), 
compared to the LS estimator, is equal to the square of the correlation between x and °. 

(Durbin, 1954) 


CHAPTER 30 
TESTS OF FIT 


30.1 In our discussions of estimation and test procedures from Chapter 17 on- 
wards, we have concentrated entirely on problems concerning the parameters of 
distributions of known form. In our classification of hypothesis-testing problems 
in 22.3 we did indeed define a non-parametric hypothesis, but we have not yet investi- 
gated non-parametric hypotheses or estimation problems. In the group of four chapters 
of which this is the first, we shall be pursuing these subjects systematically. 

We shall find it convenient to defer a general discussion of non-parametric prob- 
lems, and their special features, until Chapter 31. In the present chapter, we confine 
ourselves to a particular class of procedures which stand slightly apart from the others, 
and are of sufficient practical importance to justify this special treatment. 


Tests of fit 

30.2 Let x,, x3,...,%, be independent observations on a random variable with 
distribution function F(x) which is unknown. Suppose that we wish to test the 
hypothesis 

Hy: F(x) = F,(z), (30.1) 
where F(x) is some particular d.f., which may be continuous or discrete. The prob- 
lem of testing (30.1) is called a goodness-of-fit problem. Any test of (30.1) is called 
a test of fit. 

Hypotheses of fit, like parametric hypotheses, divide naturally into simple and 
composite hypotheses. (30.1) is a simple hypothesis if F(x) is completely specified ; 
e.g. the hypothesis (a) that the » observations have come from a normal distribution 
with specified mean and variance is a simple hypothesis. On the other hand, we may 
wish to test (b) whether the observations have come from a normal distribution whose 
parameters are unspecified, and this would be a composite hypothesis (in this case it 
would often be called a “ test of normality”). Similarly, if (c) the normal distribution 
has its mean, but not its variance, specified, the hypothesis remains composite. This 
is precisely the distinction we discussed in the parametric case in 22.4. 


30.3 It is clear that (30.1) is no more than a restatement of the general problem of 
testing hypotheses ; we have merely expressed the hypothesis in terms of the d.f. 
instead of the frequency function. What is the point of this? Shall we not merely 
be retracing our previous steps ? 

The reasons for the new formulation are several. The parametric hypothesis- 
testing methods developed earlier were necessarily concerned with hypotheses imposing 
one or more constraints (cf. 22.4) in the parameter space; they afford no means 
whatever of testing a hypothesis like (b) in 30.2, where no constraint is imposed upon 
parameters and we are testing the non-parametric hypothesis whether the parent d.f. 


is a member of a specified family of distributions. In such cases, and even in cases 
419 


420 THE ADVANCED THEORY OF STATISTICS 


where the hypothesis does impose one or more parametric constraints, as in (a) or 
(c) of 30.2, the reformulation of the hypothesis in the form (30.1) provides us with 
new methods. For we are led by intuition to expect the whole distribution of the 
sample observations to mimic closely that of the true d.f. F(x). It is therefore natural 
to seek to use the whole observed distribution directly as a means of testing (30.1), and 
we shall find that the most important tests of fit do just this. Furthermore, the “ opti- 
mum ” tests we have devised for parametric hypotheses, Ho, have been recommended 
by the properties of their power functions against alternative hypotheses which differ 
from H, only in the values of the parameters specified by Hy. It seems at least likely 
that a test based on the whole distribution of the sample will have reasonable power 
properties against a wider range of alternatives, even though it may not be optimum 
against any one of them. 


The LR and Pearson tests of fit for simple H, 

30.4 Two well-known methods of testing goodness-of-fit depend on a very simple 
device. We consider it first in the case when F,(x) is completely specified, so that 
(30.1) is a simple hypothesis. 

Suppose that the range of the variate x is arbitrarily divided into k mutually exclusive 
classes. (These need not be, though in practice they are usually taken as, successive 
intervals in the range of x.)(*) Then, since Fy(x) is specified, we may calculate the 
probability of an observation falling in each class. If these are denoted by poi, 


i= 1,2,...,h, and the observed frequencies in the k classes by n, (3 in= *) the 
n, are multinomially distributed (cf. 5.30), and from (5. 78) we see that the LF is 
L(y, ng, -- +, Me | PorrPow +++» Pox) X bt Poi (30.2) 


On the other hand, if the true distribution function is F,(x), where F, may be any 
d.f., we may denote the probabilities in the k classes by py, = 1,2,...,, and the 
likelihood is 
L(ny ng, ..-, Mel PivPin +++ Pur) © i Pi. (30.3) 
We may now easily find the Likelihood Ratio test of the hyporbeads (30.1), the com- 
posite alternative hypothesis being 
H,: F(x) = F,(x). 
The likelihood (30.3) is maximized when we substitute the ML estimators for p,; 
bu = n/n. 
The LR statistic for testing H, against H, is therefore 
l= Lim, Ny --- 2M | Pow Pow see »Por) 
L(ny, ny... 2% Pi» Pin eee) Pre) 


& 
=n? Il (Poc/m)™. (30.4) 
Hy i is rejected when / is pall pees 


(*) We discuss the choice of k and of the classes in 30. 20-3, 30.28-30 below. For the p present, 
we allow them to be arbitrary. 
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The exact distribution of (30.4) is unknown. However, we know from 24.7 that 
as n—> ©, —2log/ is asymptotically distributed in the zy? form, with k—1 degrees 


of freedom (since there are r = k—1 independent constraints p,, because © py, = 1). 
tml 


30.5 (30.4) is not, however, the classical test statistic put forward by Karl Pearson 
(1900) for this situation. This procedure, which has been derived already as Example 
15.3, uses the asymptotic k-variate normality of the multinomial distribution of the ,, 
and the fact that the quadratic form in the exponent of this distribution is distributed 
in the z* form with degrees of freedom equal to its rank, kK-1. In our present nota- 
tion, this quadratic form was found in Example 15.3 to be (*) 


5 (m—nPoo)* 
Xo = | Oe Ebel (30.5) 


whereas from (30.4) we have 
k 
—2log/ = 2 { 3 mlog u/Pe)—nloga}. (30.6) 
The two distinct statistics (30.5) and (30.6) thus have the same distribution asymp- 
totically. More than this, however, they are asymptotically equivalent statistics, for 
if we write A, = =~ oe we have 
NPa 


—2log! = 2En,log(1+A,) 
= 2E{(m— por) +m Po} {i 4Ai + O(n-')} 


= 2{ (m—mPa) Bet mp Ay— "5% At own}, 
and since Epads = 0, we have 
—2log! = E{npecAt+O(n-)} = X*{14+0(0-)}. (30.7) 


Thus the LR test and the Pearson chi-square test are asymptotically equivalent. 
For small n, the test statistics differ. Pearson’s form (30.5) has an advantage in one 
respect: it may alternatively be expressed as 


1, nt 
X= aoe ™ (30.8) 
which is easier to compute ; but (30.5) has the advantage over (30.8) of being a direct 
function of the differences between the observed frequencies , and their hypothetical 
expectations pq, differences which are themselves of obvious interest. 


(*) Following recent practice, we write X* for the test statistic and reserve the symbol z* 
for the distributional form we have so frequently discussed. Older writers confusingly wrote 
7 for the statistic as well as the distribution. 
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Choice of critical region 

30.6 Since Hy is rejected for small values of J, (30.7) implies that when using 
(30.5) as test statistic, Hy is to be rejected when X? is large. There has been some 
uncertainty in the literature about this, the older practice being to reject H, for small 
as well as large values of X°, i.e. to use a two-tailed rather than an upper-tail test. For 
example, Cochran (1952) approves this practice on the grounds that extremely small X‘ 
values are likely to have resulted from numerical errors in computation, while on other 
occasions such values have apparently been due to the frequencies n, having been 
biassed, perhaps inadvertently, to bring them closer to the hypothetical expecta- 
tions apo. 

Now there is no doubt that computations should be checked for accuracy, but 
there are likely to be more direct and efficient methods of doing this than by examining 
the value of X* reached. After all, we have no assurance that a moderate and accept- 
able value of X* has been any more accurately computed than a very small one. 
Cochran’s second consideration is a more cogent one, but it is plain that in this case 
we are considering a different and rarer hypothesis (that there has been voluntary or 
involuntary irregularity in collecting the observations) which must be precisely formu- 
lated before we can determine the best critical region to use (cf. Stuart (1954a)). Leav- 
ing such irregularities aside, we use the upper tail of the distribution of X* as critical 
region, 


30.7 The essence of the LR and Pearson tests of fit is the reduction of the prob- 
lem to one concerning the multinomial distribution. The need to group the data into 
classes clearly involves the sacrifice of a certain amount of information, especially if 
the underlying variable is continuous. However, this defect also carries with it a cor- 
responding virtue : we do not need to know the values of the individual observations, 
so long as we have k classes for which the hypothetical po; can be computed. In fact, 
there need be no underlying variable at all—we may use either of these tests of fit even 
if the original data refer to a non-numerical classification. The point is illustrated 
by Example 30.1. 


Example 30.1 

In some classical experiments on pea-breeding, Mendel observed the frequencies 
of different kinds of seeds in crosses from plants with round yellow seeds and plants 
with wrinkled green seeds. They are given below, together with the theoretical prob- 
abilities on the Mendelian theory of inheritance. 


Seeds Observed Theoretical 
frequency probability 
m™ Pot 
Round and yellow . . . . 315 9/16 
Wrinkled and yellow . . . 101 3/16 
Round and green . . . . 108 3/16 
Wrinkled and green . . tt 32 1/16 
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(30.8) gives 
1 315? 101? 108° 32? 
2 = se — — 
Xx 556°) ptt ty —556 
16 
= 55g" .19,337-3-—556 = 0-47. 


For (k—1) = 3 degrees of freedom, tables of y* show that the probability of a value 
exceeding 0-47 lies between 0-90 and 0-95, so that the fit of the observations to the 
theory is very good indeed : a test of any size « < 0-90 would not reject the hypothesis. 

For the LR statistic, (30.6) gives, after considerably more computation, using five- 
figure tables of logarithms, a value of 0-0 to one decimal place. Evidently, six- or 
seven-figure tables would be required for adequate accuracy, and this is a point which 
should be borne in mind in using the LR test. 


Composite H, 

30.8 Confining our attention now to Pearson’s test statistic (30.5), we consider 
the situation which arises when the hypothesis tested is composite. Suppose that 
F,,(x) is specified as to its form, but that some (or perhaps all) of the parameters are 
left unspecified, as in (b) or (c) of 30.2. In the multinomial formulation of 30.4, the 
new feature is that the theoretical probabilities p, are not now immediately calculable, 
since they are functions of the s (assumed < k—1) unspecified parameters 6,,63,... 54. 
which we may denote collectively by 6. Thus we must write them p,;(8). In order 
to make progress, we must estimate @ by some vector of estimators t, and use (30.5) 
in the form 

X= 5 im mPos(t)¥ 
EA mPo(t) ° 

This clearly changes our distribution problem, for now the po,(t) are themselves 
random variables, and it is not obvious that the asymptotic distribution of X? will be 
of the same form as in the case of a simple Hy. In fact, the term n,—npo,(t) does 
not necessarily have a zero expectation. We may write X? identically as 


XP a Elm —mpoi(O)}*+ 04 Pat) — Poul) 


—2n{m,—mpos(8)} {Pos (t)— Por (8)}]- (30.9) 

Now we know from the theory of the multinomial distribution that asymptotically 
2—NPo;(8) ~ cn, 

so that the first term in the square brackets in (30.9) is of order n. If we also have 

Pos (t)—Poi (8) = o(n-), (30.10) 

the second and third term will be of order less than n, and relatively negligible, so that 

(30.9) asymptotically behaves like its first term. Even this, however, still has the 

random variable nfo; (t) as its denominator, but to the same order of approximation 

we may replace this by mp o,(@). We thus see that if (30.10) holds, (30.8) behaves 

asymptotically just as (30.5)—it is distributed in the z* form with (k—1) degrees of 


freedom. However, if the po;(t) are ‘‘ well-behaved ” functions of t, they will differ 
EE 
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from the po;(6) by the same order of magnitude as t does from @. Then for all prac- 
tical purposes (30.10) requires that 

t-6 = o(n-'). (30.11) 
(30.11) is not customarily satisfied, since we usually have estimators with variances 
and covariances of order n-} and then 

t-—6 = O(n-). (30.12) 
In this “‘ regular” case, therefore, our argument above does not hold. But it does 
hold in cases where estimators have variances of order n-*, as we have found to be 
characteristic of estimators of parameters which locate the end-points of the range of 
a variable (cf. Exercises 14.8, 14.13 and 32.11). In such cases, therefore, we may use 
(30.8) with no new theory required. In the more common case where (30.12) holds, 
we must investigate further. 


30.9 It will simplify our discussion if we first give Fisher’s (1922a) alternative 
and revealing proof of the asymptotic distribution of (30.5) for the simple hypothesis 


case. 
Suppose that we have k independent Poisson variates, the ith having parameter 


Np. The probability that the first takes the value n,, the second nm, and so on, is 
k k 

P(ny ng...) M) = i e-"\ (n pg)" /n,! = e-"n" TL poi/n. (30.13) 

Now consider the probability of observing these values conditional upon their sum 


k 
Zn, = nbeing constant. The sum of the k independent Poisson variables is itself (cf. 
int 


k 

Example 11.11) a Poisson variable with parameter equal to Unpy, =. Thus the 
ie} 

probability that the sum is equal to n is 


P(2n, = n) = e-*n"/nl. (30.14) 
We can now obtain the conditional probability we require, 
P(t My...) 
P(ny My. Me] Dy =n)= PEm=*) 
="! _ peu... ph (30.15) 
nylng!...m! ol Pot - + «Pate 


We see at once that (30.15) is precisely the multinomial distribution of the , on which 
our test procedure is based. Thus, as an alternative to the proof of the asymptotic 
distribution of X* given in Example 15.3 (cf. 30.5), we may obtain it by regarding the 
n, as the values of k independent Poisson variables with parameters npo,, subject to 
the condition Zn, = n. By Example 4.9, the standardized variable 


= ™—"Po 
a= (30.16) 
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is asymptotically normal as n—> co. Hence, as n—> ©, 
Xia Sat 
is the sum of squares of k independent sseital variates, subject to the single condition 
BM, =n, which is equivalent toX(npo)! x, = 0. By Example 11.6, X? therefore has 


a x? distribution asymptotically, with (k—1) degrees of freedom. 


30.10 The utility of this alternative proof is that, in conjunction with Example 11.6, 
to which it refers, it shows clearly that if s further homogeneous linear conditions are 
imposed on the ,, the only effect on the asymptotic distribution of X? will be to reduce 
the degrees of freedom from (k—1) to (k—s—1). 

We now return to the composite hypothesis of 30.8 in the case when (30.12) holds. 
Suppose that we choose as our set of estimators t of @ the Maximum Likelihood (or 
other asymptotically equivalent efficient) estimators, so that t = 6. Now the Likeli- 
hood Function L in this case is simply the multinomial (30.15) regarded as a function 
of the 9,, on which the po, depend. Thus 

OlogL = - — apy 1 
6, 7 zm 2, Per oe OY er (30.17) 


and the ML estimators in this regular case are the roots of the s equations obtained 
by equating (30.17) to zero for each j. Clearly, each such equation is a homogeneous 
linear relationship among the n, We thus see that, in this regular case, we have s 
additional constraints imposed by the process of efficient estimation of @ from the 
multinomial distribution, so that the statistic (30.8) is asymptotically distributed in the 
7? form with (k—s—1) degrees of freedom. A more rigorous and detailed proof is 
given by Cramér (1946). We shall call 6 the multinomial ML estimator. 


The effect of estimation on the distribution of X? 

30.11 We may now, following Watson (1959), consider the general problem of the 
effect of estimating the unknown parameters on the asymptotic distribution of the X? 
statistic. We confine ourselves to the regular case, when (30.12) holds, and we write 
for any estimator t of @ 


t-6 = nt Ax+o(n-!). (30.18) 

where A is an arbitrary (sx k) matrix and x is the (k x 1) vector whose ith element is 
n— 1 Poi (8) bs 

= fL? 30.19 

* inpa(®)}! la 


defined just as at (30.16) for the simple hypothesis case ; we assume A to have been 
chosen so that 

E(Ax) = 0. (30.20) 
It follows at once from (30.18) and (30.20) that the dispersion matrix of t, V(t), is of 
order n-. By a Taylor expansion applied to {po,(t)—pox(8)} in (30.9), we find that 
we may write . 

X*= & ¥ 


fm1 
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where, as n—>0, 


a : apu(8) 1 
I Se 2G) 26, Pot OO 


or, in matrix form, 


y = x—niB(t—6)+0(1), (30.21) 
where B is the (k xs) matrix whose (i,j)th element is 
by = Pu) 1 (30.22) 


8; {Pos(8)}*" 
Substituting (30.18) into (30.21), we find simply 
y = (I-BA)x+0(1). (30.23) 


30.12 Now from equation (30.19) the x; have zero means. As n —>0o, they tend 
to multinormality, by the multivariate Central Limit theorem, and their dispersion 
matrix is, temporarily writing p, for po; (8), 

1-p,, —(Pibs)', —(Pibs)',---, —(Pibx)! 
V(x) = ~(eey, 1-Pu —(Psps)s---» —(PaPe)! 


—(Pibs)', —(PePs)', —(PePs)..-,  1—Pe 
= I-(pl) (pty (30.24) 


where p# is the (kx 1) vector with ith element {p;(6)}'. It follows at once from 
(30.23) and (30.24) that the y, also are asymptotically normal with zero means and 


dispersion matrix 

V(y) = (—-BA){I-(p#) (pt) }(I- BA)’. (30.25) 
Thus X? = y’y is asymptotically distributed as the sum of squares of k normal variates 
with zero means and dispersion matrix (30.25). If and only if V(y) is idempotent with 
r latent roots unity and (k—7r) zero, so that its trace is equal to r, we know from 15.10-11 
that the distribution of X* is of the z? form with r degrees of freedom. 


30.13 We now consider particular cases of (30.25). First, the case of a simple 
hypothesis, where no estimation is necessary, is formally obtainable by putting A = 0 
in (30.18). (30.25) then becomes simply 


V(y) = V(x) = I-(p) (pty. (30.26) 
Since (p*)’ (p*) -2 Po (8) = 1, (30.26) is seen on squaring it to be idempotent, and 


its trace is (k—1). Thus X* is a y2_, variable in this case, as we already know from 
two different proofs. 


30.14 The composite hypothesis case is not so straightforward. First, suppose 
as in 30.10 that the multinomial ML estimators 6 are used. We seek the form of the 
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matrix A in (30.8) when t = 6. Now we know from 18.26 that the elements of the 
reciprocal of the dispersion matrix of 6 are asymptotically given by 


{V0}! = -E pee iP AD jock (30.27) 
From (30.17), the multinomial ML ais give 
alogh + m (See - 1 Oo et), 
fs Se 30.28 
20,00, ~ > pus \26, 20, Po, 8, 06, ne) 
On taking expectations in (30.28), we find 
@ log L nf 5 1 au Por : al 
Ep {Plogl = Hho), 30.29 
(iam } i: Por 00; 6; i= 28,20, ¢ ) 


The second term on the right of (30.29) is zero, since it is aon 76, .2 z Po Thus, using 
(30.22), 


2 E 
-2 {Fe ah = 2X byby, 
fal 


so that, from (30.27), 


{V(6)}- = »BB 
7 C = nV(6) = BB)-. (30.30) 
But from (30.18) and (30.24) we have 
D = nV(t) = AV(x)A’ = A{I-(p!)(pt)’} A’. (30.31) 


Here (30.30) and (30.31) are alternative expressions for the same matrix. 
We choose A to satisfy (30.30) by noting that 


B’ (pt) = 0 (30.32) 


(since the jth element of this (s x 1) vector is we Po: = 0), and hence that if A = GB’ 
where G is symmetric and non-singular, (30.31) gives GB’'BG’. If this is to be equal 
to (30.30), we obviously have G = (B’B)-', so finally 
A = (BB)""B’ (30.33) 
in the case of multinomial ML estimation. (30.25) then becomes, using (30.32), 
V(y) = {I-B(B'B)“"B’}*— (p') (pt)’ 

= I-B(®B)-B’ — (pt) (pt)’. (30.34) 
By squaring, this matrix is shown to be idempotent. Its rank is equal to its trace, which 
as in 19.9 is given by 

trV(y) = tr{I—(p#) (pt)’}—tr B’. BBB), 
and using 30.13 this is 
trV(y) = (k-1)-s. 

Thus the distribution of X? is z2_,_, asymptotically, as we saw in 30.10. 
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30.15 Our present approach enables us to inquire further: what happens to the 
asymptotic distribution of X? if some other estimators than 6 are used? This question 
was first considered in the simplest case by Fisher (1928b). Chernoff and Lehmann 
(1954) considered a case of particular interest, when the estimators used are the ML 
estimators based on the 2 individual observations and not the multinomial ML esti- 
mators 6, based on the k frequencies n,, which we have so far discussed. If we have 
the values of the # observations, it is clearly an efficient procedure to utilize this know- 
ledge in estimating 8, even though we are going to use the k-class frequencies alone 
in carrying out the test of fit. We shall find, however, that the X? statistic obtained in 
this way no longer has an asymptotic z? distribution. 


30.16 Let us return to the general expression (30.25) for the dispersion matrix. 
Multiplying it out, we rewrite it 
V(y) = (1-(p!)(pty’}-BA{I-(p4)(ph)} 
— {1—(p!) (pt) }A’B’+BA(I-(p!)(ply JAB. (30.35) 
Rather than find the latent roots 4; of V(y), we consider those of I-V(y),: which 
are 1—/,. We write this matrix in the form 
I-V(y) = (p#) (pt)’ + B[A {I—(p*) (pt) }— 3A {I-(p#) (pty }A'B’] 
+[{I-(p!) (pty } A’ — 4B A {1— (p#) (pt)’} A’ ]B’ 
= (p#) (pty + B[A {1—(p#) (p#)’ }— 3DB’] 


+[{1-(p4 (pt) }A’— 2B DIB’. (30.36) 
On substituting (30.31), (30.36) may be written as the product of two partitioned matrices, 
giving 
(P') (pty’ ‘ 
I-V(y) = ( B )(ac-c» (pt)’} - oe’) : 
{I-(pt) (pty }A’- 4BD B 


The matrices on the right may be transposed without affecting the non-zero latent 
roots. This converts their product from a (k xk) to a (2s+1) x(2s+1) matrix, which 
is reduced, on using (30.30) and (30.32), to 


1; 0 #0 1 ! Ler Ox. 


Cc, B’A’-1C"D 

(30.37) 
(30.37) has one latent root of unity and 2s others which are those of the matrix M par- 
titioned off in its south-east corner. If k > 2s+1, which is almost invariably the case 
in applications, this implies that (30.36) has (k—2s—1) zero latent roots, one of unity, 
and 2s others which are the roots of M. Thus for V(y) itself, we have (k—2s—1) 
latent roots of unity, one of zero and 2s which are the complements to unity of the 
latent roots of M. 
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30.17. We now consider the problem introduced in 30.15. Suppose that, to 
estimate 6, we use the ML estimators based on the n individual observations, which 
we shall call the “‘ ordinary ML estimators ” and denote by 6*. We know from 18.26 
that if f is the frequency function of the observations, we have asymptotically 


_ en 8 log f\\- 
D = 2V(6) = {e (Goat sf) (30.38) 
and that the elements of 6* are the roots of 

@logL 

a 


where L is now the ordinary (not the multinomial) Likelihood Function. Thus if 0, 
is the true value, we have the Taylor expansion 


@ log ] ? | E a - 
0= = +(6°-6 — 4 5 ry weeree ™ 
[ 00; Jo,=6; 88, Somos (5-9) 08; 06; Jomos+0 5d ‘ 


and as in 18.26 this gives asymptotically, using (30.38), 


i= 1,2,...,8 


Glog L 
20; 
6 = 1 vp} : |, (30.39) 
alog L 
06, 
6 being the vector of true values. Now since both sets of ML estimators are consistent, 


Heel will to the first order of approximation be equivalent to (30.17), which is, using 
5 
(30.22), 

a 

iar (Pod 9" 1 (pont ” 


k 
and we may write this in terms of (30.19) as nt & x,b,, = n'(B’x),. Thus (30.39) is 
i=1 


* = 0+n-!DB’x, (30.40) 
and comparison of (30.40) with (30.18) shows that here we have 
A = DB. (30.41) 


30.18 The dispersion matrix (30.25) now becomes 
V(y) = (I-B DB’) {I—(p#) (p*)’} 1—-BDB), 
which on using (30.31), (30.32) and (30.41) becomes 
V(y) = I-(p*)(p*)’—B DB’. (30.42) 
(30.42) is not idempotent, as may be seen by squaring it. Moreover, the three matrices 
on its right are all non-negative definite, and we may write 


D+P=C 
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where P is non-negative definite, for D is the dispersion matrix of the fully efficient 
ordinary ML estimators, while C is that of the multinomial ML estimators, each of 
whose diagonal elements cannot be less than that of D. Thus (30.42) may be written 
V(y) = I-(p*)(p*)'-BCB'+BPB’. (30.43) 
The first two terms on the right of (30.43) are what we got at (30.26) for the case when 
no estimation takes place, when V(y) has (k—1) latent roots unity, and one of zero. 
The first three terms are (30.34), when, with multinomial ML estimation, V(y) has 
(k—s—1) latent roots unity and (s+ 1) of zero. Because of the non-negative definiteness 
of all the terms, reduction of (30.43) to canonical form shows that the latent roots of 
(30.43) are bounded by the corresponding latent roots of (30.26) and (30.34). Thus 
(30.43) has (k—s—1) latent roots of unity, one of zero, and s between zero and unity, 
as established by Chernoff and Lehmann (1954). 
It follows from the fact that as k increases, the different sets of ML estimators 
6 and 6* draw closer together, so that D—>C, that the last s latent roots tend to 
zero as k —> o. 


30.19 What we have found, therefore, is that X* does not have an asymptotic 7* 
distribution when fully efficient (ordinary ML) estimators are used in estimating 
parameters. However, the distribution of X* is bounded between a 77_, and a 77_._; 
variable, and as k becomes large these are so close together that the difference can be 
ignored—this is another way of expressing the final sentence in 30.18. But for k small, 
the effect of using the z7_,_, distribution for test purposes may lead to serious error ; 
for the probability of exceeding any given value will be greater than we suppose. _s is 
rarely more than 1 or 2, but it is as well to be sure, when ordinary ML estimation is 
being used, that the critical values of y?_,_, and y2_, are both exceeded by X*. The 
tables of z* show that, for a test of size « = 0-05, the critical value for (k—1) degrees 
of freedom exceeds that for (k—s—1) degrees of freedom, if s is small, by Cs, approxi- 
mately, where C declines from about 1-5 at (k—s—1) = 5 to about 1-2 when 
(k-s—1) = 30. For « = 0-01, the corresponding values of C are about 1-7 and 1-3. 


The choice of classes for the X? test 

30.20 The whole of the asymptotic theory of the X? test, which we have discussed 
so far, is valid however we determine the & classes into which the observations are 
grouped, so long as they are determined without reference to the observations. The 
italicized condition is essential, for we have made no provision for the class boundaries 
themselves being random variables. However, it is common practice to determine 
the class boundaries, and sometimes even to fix k itself, after reference to the general 
picture presented by the observations. We must therefore discuss the formation of 
classes, and then consider how far it affects the theory we have developed. 

We first consider the determination of class boundaries, leaving the choice of k 
until later. If there is a natural discreteness imposed by the problem (as in Example 
30.1 where there are four natural groups) or if we have a sample of observations from 
a discrete distribution, the class-boundary problem arises only in the sense that we 
may decide (in order to reduce k, or in order to improve the accuracy of the asymptotic 
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distribution of X? as we shall see in 30.30 below) to amalgamate some of the hypothetical 
frequencies at the discrete points. Indeed, if a discrete distribution has infinite range, 
like the Poisson, we are forced to some amalgamation of hypothetical frequencies if 
k is not to be infinite with most of the hypothetical frequencies very small indeed. 
But the class-boundary problem arises in its most acute form only when we are sampling 
from a continuous distribution. There are now no natural hypothetical frequencies 
at all. If we suppose k to be determined in advance in some way, how are the boun- 
daries to be determined ? 

In practice, arithmetical convenience is usually allowed to dictate the solution : 
the classes are taken to cover equal ranges of the variate, except at an extreme where 
the range of the variate is infinite. The range of a class is roughly determined by the 
dispersion of the distribution, while the location of the distribution helps to determine 
where the central class should fall. Thus, if we wished to form k = 10 classes for 
a sample to be tested for normality, we might roughly estimate (perhaps by eye) the 
mean £ and the standard deviation s of the sample and take the class-boundaries as 
¥+49,j = 1,2,3,4. The classes would then be 


(—0,#-2s), (¥—-2s,#-1-5s), (#-1-5s,%—s), (#-s,¥—0-5s), (#—-0°5s, 2), 
(%,€+0°5s), (€+0-5s,¥+5), (¥+5,F+1:5s), (#+1-5s,¥+2s), (+25, 00). 


30.21 Although this procedure is not very precise, it clearly makes the class- 
boundaries random variables, and it is not at once obvious that the asymptotic distribu- 
tion of X?, calculated for classes formed in this way, is the same as in the case where 
the classes are fixed in advance. However, consideration suggests that since the 
asymptotic theory holds for any set of k fixed classes, it should hold also when the 
class-boundaries are determined from the sample in any way. That this is indeed so 
when the class-boundaries are determined by regular estimation of the unknown para- 
meters was shown for the case of a normal distribution by Watson (1957b) and for 
continuous distributions in general by A. R. Roy (1956) and Watson (1958, 1959). 

We may thus neglect the random variations of the class-boundaries so far as the 
asymptotic distribution of X?, when H, holds, is concerned. Small-sample distribu- 
tions, of course, will be affected, but nothing is yet known of the precise effects. (We 
discuss small-sample distributions of X? in the fixed-boundaries case in 30.30 below.) 


The equal-probabilities method of constructing classes 

30.22 We may now directly face the question of how class-boundaries should be 
determined, in the light of the assurance of the last paragraph of 30.21. If we now seek 
an optimum method of boundary determination, it must be in terms of the power of 
the test; we should choose that set of boundaries which maximizes power for a test 
of given size. Unfortunately, there is as yet no method available for doing this, 
although it is to be hoped that the recent re-awakening of interest in the theory of 
X* tests will stimulate research in this field. We must therefore seek some means of 
avoiding the unpleasant fact that there is a multiplicity of possible sets of classes, 
any one of which will in general give a different result for the same data; we require 
a rule which is plausible and practical. 
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One such rule has been suggested by Mann and Wald (1942) and by Gumbel 
(1943); given k, choose the classes so that the hypothetical probabilities po, are all 
equal to 1/k. This procedure is perfectly definite and unique. It varies arithmeti- 
cally from the usual method, described in 30.20 (in which the classes are variate- 
intervals of equal width) in that we have to use tables to ensure that the po, are equal. 
This requires for exactness that the data should be available ungrouped. The pro- 
cedure is illustrated in Example 30.2. 


Example 30.2 

Quenouille (1959) gives, apart from a change in location, 1000 random deviates 
from the distribution 

aF = exp(—x)dx, O<x< o. 

The first 50 of these, arranged in order of variate-value, are : 
0:01, 0-01, 0-04, 0-17, 0-18, 0-22, 0:22, 0-25, 0-25, 0-29, 0-42, 0-46, 0-47, 0-47, 0:56, 
0-59, 0:67, 0-68, 0-70, 0-72, 0-76, 0-78, 0-83, 0-85, 0-87, 0-93, 1-00, 1-01, 1-01, 1-02, 
1-03, 1-05, 1-32, 1-34, 1-37, 1-47, 1-50, 1-52, 1-54, 1-59, 1-71, 1-90, 2-10, 2-35, 2-46, 
2-46, 2:50, 3-73, 4-07, 6-03. 

Suppose that we wished to form four classes for a X* test. A natural grouping 
with equal-width intervals would be 


Variate-values Observed Hypothetical 
frequency frequency 
0-0-50 14 19-7 
0-51-1-00 13 11-9 
1-01-1-50 10 72 
1-51 and over 13 11-2 
50 50-0 


The hypothetical frequencies are obtained from the Biometrika Tables distribution 
function of a z* variable with 2 degrees of freedom, which is just twice a variable with 
the distribution above. We find X? = 3-1 with 3 degrees of freedom, a value which 
would not reject the hypothetical parent distribution for any test of size less than 
« = 0-37; the agreement of observation and hypothesis is therefore very satisfactory. 

Let us now consider how the same data would be treated by the method of 30.22. 
We first determine the values of the hypothetical variable, dividing it into four equal- 
probability classes—these are, of course, the quartiles. The Biometrika Tables give 
the values 0-288, 0-693, 1-386. We now form the table: 


Variate-values Observed Hypothetica 
frequency frequency 
0-0-28 9 12-5 
0-29-0-69 9 12-5 
0-70-1-38 17 12-5 
1-39 and over 15 12:5 


50 50-0 
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X? is now easier to calculate, since (30.8) reduces to 


See ES ioe (30.44) 


since all hypothetical probabilities p; = r We find here that X? = 3-9, which 


would not lead to rejection unless the test size exceeded 0:27. The result is still very 
satisfactory, but the equal-probabilities test seems rather more critical of the hypothesis 
than the other test was. 

It will be seen that there is little extra arithmetical work involved in the equal- 
probabilities method of carrying out the X? test. Instead of a regular class-width, 
with hypothetical frequencies to be looked up in a table (or, if necessary, to be cal- 
culated) we have irregular class-widths determined from the tables so that the hypo- 
thetical frequencies are equal. We have had no parameters to estimate in this example, 
but if this had been necessary, the procedure would otherwise have been unchanged. 


30.23 Apart from the virtue of removing the class-boundary decision from un- 
certainty, the equal-probabilities method of forming classes for the X? test will not 
necessarily increase the power of the test, for one would suspect that a ‘ goodness-of- 
fit ’’ hypothesis is likely to be most vulnerable at the extremes of the range of the variable, 
and the equal-probabilities method may well result in a loss of sensitivity at the 
extremes unless & is rather large. This brings us to the question of how & should 
be chosen, and jin order to discuss this question we must consider the power of the 
X? test. First, we investigate the moments of the X® statistic. 


The moments of the X* test statistic 
30.24 We suppose, as before, that we have hypothetical probabilities p9, when 
H, holds, so that our test statistic is, as at (30.8), 


We confine ourselves to the bering hypothesis. Suppose now that the true prob- 
abilities are p,;, = 1,2,...,k The Saree value of the test statistic is then 


E(X!) = — 1s 7B tot) - n. 


From the moments of the sciences: Seve at (5.80), 


E (nt) = npy(1—Pu) +0" pin (30.45) 
whence 
me Pull—Pid, Ph } 
E(X?) = = (ss nf 5 Bh 2a: -1}. (30.46) 
When Hy, holds, this reduces to 
E(X*| Hy) = k-1. (30.47) 


This exact result is already known to hold asymptotically, since X? is then a j_, 
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variate. If we differentiate (30.46) with respect to the p,,, subject to X p,, = 1, we find 
‘ 

at once that it has its minimum value when p,; = Po: For any hypothesis H, speci- 
fying a set of probabilities p,; # po:, we therefore have for any sample size 

E(X?*| H,) > k-1. (30.48) 
(30.48), like the asymptotic argument based on the LR statistic in 30.6, indicates that 
the critical region for the X* test consists of the upper tail, although this indication is 
not conclusive since the asymptotic distribution of X? is not of the z* form when H, 
holds. This alternative distribution is, in fact, too difficult to evaluate, even asymp- 


totically, except under special assumptions. Even the variance of X? is a relatively 
complicated function of the po; and p,; (cf. Exercise 30.5). However, in the equal- 


probabilities case { po; = ha , the asymptotic variance simplifies considerably and we 


find (the proof is left to the reader as Exercise 30.3) 


var(X?| H,) = 2(k-1), 
var (X?| H,) ~ 4(n—1)k*{Epii— (Zp h)*}- \ (30.49) 

From (30.46) we also have in the equal-probabilities case 
E(X?| H,) = (k—-1)+ (2-1) (RE pi— 1). (30.50) 


Consistency and unbiassedness of the X? test 

30.25 Equations (30.49) and (30.50) are sufficient to demonstrate the consistency 
of the equal-probabilities X? test. For the test consists in comparing the value of 
X? with a fixed critical value, say c,, in the upper tail of its distribution. Now when 
H, holds, the mean value and variance of X* are each of order n. By Tchebycheff's 
inequality (3.95), 


P{| X*—E(X?)| > Afvar(X*)}}} < * (30.51) 


Since c, is fixed, it differs from E(X?) by a quantity of order m, so that if we require 
the probability that X? differs from its mean sufficiently to fall below c,, the multiplier 
A on the left of (30.51) must be of order n!, and the right-hand side is therefore of order 
na“, Thus 
lim P{X? < ¢,} = 0, 
Iya 

and the test is consistent for any H, specifying unequal class-probabilities. 

The general X? test, with unequal ,,, is also consistent against alternatives speci- 
fying at least one 1; # Pox, as is intuitively reasonable. A proof is given by Neyman 
(1949). 


30.26 Although the X? test is consistent (and therefore asymptotically unbiassed), 
one would not expect it to be unbiassed in general against very close alternatives for 
small m. However, Mann and Wald (1942) have shown that the equal-probabilities 
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test is locally unbiassed. Write P for the power of the test and expand P in a Taylor 
series with the & values 


as arguments. We then have 


P(6,9,,..-,0:) = P(0,0,...,0)+20, 2° 


2, 
pa 5 +E 08s 36 ay (30.52) 


all derivatives being taken at the H, point (0,0,. 0). For a size-a test, 
P(0,0,...,0) =a. 


Further, since P is a age function of the 6,, all the OP are equal at (0, 0,..., 0), 


00; 
oP 3 
and similarly for the ea F and the —— 26.3 2; We may therefore rewrite (30.52) as 
oP oP 
P= at3g 2 26;+} oof BEE a a 220,0,}. (30.53) 


Now 
0 = 24, = (28,)? = 267+ 2zG,4,. 
i i i ij 


Thus (30.53) becomes pas 
= P= ati (Se ae =) 0+... (30.54) 


We may evaluate the second-order derivatives in (30.54) directly from the exact expres- 
sion for the power 


! 
P= = . Pt PR ++ BE. (30.55) 


>, !ny!... 


Since 6; = p;— BE we find from (30.55) 


a = E{n,(n,-1)- ie) ra riG) 
= RX {nj- NET (30.56) 


! 
BE k-" and all unlabelled summations are now over the critical 


where f, = - ,-5-- 
ny! nl... m 
region X? > c,, which, from the form of X* given at (30.44), is equivalent to 
rk 
=X nj > by. 
i= 
Now 1S nth, is the mean of n? in the critical region, and this must exceed its overall 


mean, which by (30.45) is — E(1- 443): Thus 


ath, = a? t(1-p+4) +4 (30.57) 


436 THE ADVANCED THEORY OF STATISTICS 
where d > 0. By exactly the same argument, since m, is positive, we have 


1 
aumafn > or 


k 
Inf, = arte (30.58) 
where e > 0. Moreover, we obviously have in (30.57) and (30.58) 
d>e, (30.59) 


From symmetry, we have 


Emmafa = Beg int—EM) }f 


an? 1 


= eye (30.60) 
Using (30.57)-(30.60), (30.56) becomes 

17a2P aP k n 1 n n n? 

Re [Se 3a, > pester Car an ee os =0. (30.61) 


Thus, in (30.54), the second term on the right is positive. The higher-order terms 
neglected in (30.54) involve third and higher powers of the 6, and will therefore be 
of smaller modulus than the second-order term near Hy. Thus, P > « near H, and 
the equal-probabilities test is locally unbiassed, which is a recommendation of this 
class-formation procedure, since no such result is known to hold for the X? test in 
general. 


The limiting power function 

30.27 Suppose that, as in our discussion of ARE in Chapter 25, we allow H, to 
approach H, as n increases, at a rate sufficient to keep the power bounded away from 1. 
In fact, let p4;—Por = ¢cn-+ where the c; are fixed. Then the distribution of xX? is 
asymptotically a non-central y? with degrees of freedom k—s—1 (where s parameters 
are estimated by the multinomial ML estimators) and non-central parameter 


2a _— E (pu-Poi)* 9 
a- PBe 7 nz, Po . eu) 


This result, first announced by Eisenhart (1938), follows at once from the representa- 
tion of 30.9-10 ; its proof is left to the reader as Exercise 30.4. ‘Together with the 
approximation to the non-central * distribution in 24.5, it enables us to evaluate the 
approximate power of the X? test. In fact, this is given precisely by the integral 
(24.30). For « = 0-05, the exact tables by Patnaik described in 24.5 may be used. 


Example 30.3 


We may illustrate the use of the limiting power function by returning to the prob- 
lem of Example 30.2 and examining the effect on the power of the equal-probabilities 
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procedure of doubling &. To facilitate use of the Biometrika Tables, we actually take 
four classes with slightly unequal probabilities : 


Values Po Pu (Pu-Pod* (hit Pos)*/Pos 
0-0-3 0-259 0-104 0-0240 0-0927 
0-3-0-7 0-244 0-190 0-0029 0-0119 
0-7-1-4 0-250 0-282 0-0010 0-0040 
1-4 and over 0-247 0-424 0-0313 0-1267 
0-2353 = oa 
n 


In the table, the p,., are obtained from the Gamma distribution with parameter 1, as 
before, and the p,, from the Gamma distribution with parameter 1:5. For these 
4 classes, and » = 50 as in Example 30.2, we evaluate the non-central parameter of 
(30.62) as A = 0-2353 x 50 = 11-8. With 3 degrees of freedom for X?, this gives a 
power when « = 0-05 of 0-83, from Patnaik’s table. 

Suppose now that we form eight classes by splitting each of the above classes into 
two, with the new fo; as equal as is convenient for use of the Tables. We find: 


Values Pa Pu @u-Po)* (i—Por)*/Pos 
0-0-15 0-139 0-040 0-0098 0-0705 
0-15-0:3 0-120 0-064 0-0031 0-0258 
0-3 -0-45 0-103 0-071 0-0010 0-0097 
0-45-0-7 0-141 0-119 0-0005 0-0035 
0-7 -1-0 0-129 0-134 0-0000 - 0-0002 
1-0 -1-4 0-121 0-148 0007 0-0058 
1-4 -2-1 0-125 0-183 0-0034 0-0272 
2-1 and over 0-122 0-241 0-0142 0-1163 

0-2590 = A 

n 


For n = 50, we now have 4 = 13-0 with 7 degrees of freedom. The approximate 
power for « = 0-05 is now about 0-75 from Patnaik’s table. The doubling of & has 
increased A, but only slightly. The power is actually reduced, because for given A 
the central and non-central z? distribution draw closer together as degrees of freedom 
increase (cf. Exercise 24.3) and here this effect is stronger than the increase in A. How- 
ever, is too small here for us to place any exact reliance on the values of the power 
obtained from the limiting power function, and we should perhaps conclude that the 
doubling of k has affected the power very little. 


The choice of k with equal probabilities 

30.28 With the aid of the asymptotic power function of 30.27, we can get an 
indication of how to choose & in the equal-probabilities case. The non-central para- 
meter (30.62) is then 


rk 
A= nh (30.63) 
=1 


We now assume that |6,| < p all i, and consider what happens as k becomes large. 
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k 
6= 2 6?, as a function of k, will then be of the same order of magnitude as a sum of 
squares in the interval ( -5 +} ie. 


We Ve 
Ox af udu = 2a | udu. (30.64) 
° 


-Wk 
The asymptotic power of the test is a function P{k,A} which therefore is P{k,A(k)}: 


it is a monotone increasing function of 4, and has its stationary values when cd a 0. 


dk 
We thus put, using (30.63) and (30.64), 
_1da 1 1 
aie 0+k.2a(2) (-z) = 6-2ak-* 
giving 
k-* ~ 8/(2a). (30.65) 


Now as k becomes large, both the H, and H, distribution of X? tend to normality, 
and the asymptotic power function of the test is (cf. (25.53)) therefore 


E E(X*| #)| 


P=xGit-. _ __s0-0 9_j }, 30.66 
[var ORTH F a 
where 
G(-4,) =a (30.67) 
determines the size of the test. From (30.49) and (30.50) 
la £00 |H,)] = (n-1)k, (30.68) 
6 o=0 
var(X?| H,) = 2(k-1), (30.69) 
and if we insert these values and also (30.65) into (30.66), we obtain asymptotically 
P = G{2ka(n—1)k7-4,}. (30.70) 


This is the asymptotic power function at the point where power is maximized for 
choice of k. If we choose a value P, at which we wish the maximization to occur, we 
have, on inverting (30.70), 


G-4{ Pp} = 2ha(n—1)k-82—2, (30.71) 
or =f oe a e (30.72) 


where b = a, 


30.29 In the special case Pp = 4 (where we wish to choose k to maximize power 
when it is 0-5), G-1(0-5) = 0 and (30.72) simplifies. In this case, Mann and Wald 
(1942) obtained (30.72) by a much more sophisticated and rigorous argument—they 
found 6 = 4 in the case of the simple hypothesis. Our own heuristic derivation makes 
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it clear that the same essential argument applies for the composite hypothesis, but 
& may be different in this case. 

We conclude that & should be increased in the equal-probabilities case in proportion 
to n/5, and that k should be smaller if we are interested in the region of high power 
(when G-1{P,} is large) than if we are interested in the “ neighbouring ” region of 
low power (when G-1{P,.} approaches —A,, from above since the test is locally un- 
biassed). 

With 5 = 4 and P, = 3, (30.72) leads to much larger values of k than are com- 
monly used. will be doubled when » increases by a factor of 4V2. When » = 200, 
k = 31 for a = 0-05 and k = 27 for « = 0-01—these are about the lowest values of k 
for which the approximate normality assumed in our argument (and also in Mann and 
Wald’s) is at all accurate. In this case, Mann and Wald recommend the use of (30.72) 
when n > 450 for « = 0-05 and m > 300 fora = 0-01. It will be seen that 2/k, the 
hypothetical expectation in each class, increases as n°/*, and is equal to about 6 and 8 
respectively when n = 200, « = 0-05 and 0-01. 

C. A. Williams (1950) reports that & can be halved from the Mann—Wald optimum 
without serious loss of power at the 0-50 point. But it should be remembered that 
n and k must be substantial before (30.72) produces good results. Example 30.4 
illustrates the point. 


Example 30.4 
Consider again the problem of Example 30.3. We there found that we were at 
around the 0-8 value for power. From a table of the normal distribution 


G-1(0:8) = 0-84. 
With 5 = 4, « = 0-05, 4, = 1-64, (30.72) gives for the optimum & around this point 
k= 4{2@—IN _ 3.21) 
2-48 . 


For 2 = 50, this gives k = 15 approximately. 
Suppose now that we use the Biometrika Tables to construct a 15-class grouping 
with probabilities p,; as nearly equal as is convenient. We find 


Values Pa Pu (Pu—Pos)*/Por 
0-0-05 0-049 0-008 0-034 
0-05-0-15 0-090 0-032 0-037 
0-15-0-20 0-042 0-020 0-012 
0-20-0-30 0-078 0-044 0-015 
0-30-0-40 0-071 0-047 0-008 
0-40-0-50 0-063 0-048 0-004 
0-50-0-65 0-085 0-072 0-002 
0-65-0-75 0-050 0-047 0-000 
0-75-0-90 0-065 0-067 0-000 
0-90-11 0-074 0-083 0-000 
1-1 -1-3 0-060 0-075 0-004 
1:3 -1-6 0-071 0-095 0-008 
1-6 -2-0 0-067 0-101 0-018 
2:0 -2:7 0-068 0-116 0-034 
2-7 and over 0-067 0-145 0-098 

0-274 = 3 


FF. 
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Here A = 13-7 and Patnaik’s table gives a power of 0-64 for 14 degrees of freedom. 
A has again been increased, but power reduced because of the increase in k. We are 
clearly not at the optimum here. With large k (and hence large 2), the effect of increas- 
ing degrees of freedom would not offset the increase of 4 in this way. 


30.30 An upper limit to & is provided by the fact that the multinormal approxima- 
tion to the multinomial distribution cannot be expected to be satisfactory if the np,; 
are very small. A rough rule which is commonly used is that no expected frequency 
(nPo;) should be less than 5. There seems to be no general theoretical basis for this 
rule, and two points are worth making concerning it. If the Hy distribution is uni- 
modal, and equal-width classes are used in the conventional manner, small expected 
frequencies will occur only at the tails. Cochran (1952, 1954) recommends that a 
flexible approach be adopted, and has verified that one or two expected frequencies 
may be allowed to fall to 1 or even lower, if X? has at least 6 degrees of freedom, without 
disturbing the test with « = 0-05 or 0-01. 

In the equal-probabilities case, all the expected frequencies will be equal, and we 
must be more conservative. Fortunately, the Mann—Wald procedure of 30.29 leads 
to expected frequencies always greater than 5 for n > 200. For smaller n, it seems 
desirable to impose some minimum, and 5 is a reasonably acceptable one. It is inter- 
esting to note that in Examples 30.3-4, the application of this limit would have ruled out 
the 15-class procedure, and that the more powerful $-class procedure, with expected 
frequencies ranging from 5 to 7, would have been acceptable. 

Finally, we remark that the large-sample nature of the distribution theory of X* 
is not a disadvantage in practice, for we do not usually wish to test goodness-of-fit 
except in large samples. 


Recommendations for the X* test 
30.31 We summarize our discussion of the X? test with a few practical recom- 
mendations : 

(1) If the distribution being tested has been tabulated, use classes with equal, 
or nearly equal, probabilities. 

(2) Determine the number of classes when n exceeds 200 approximately by 
(30.72) with b between 2 and 4. 

(3) If parameters are to be estimated, use the ordinary ML estimators in the 
interests of efficiency, but recall that there is partial recovery of degrees of 
freedom (30.19) so that critical values should be adjusted upwards ; if the 
multinomial ML estimators are used, no such adjustment is necessary. 


30.32 Apart from the difficulties we have already discussed in connexion with X* 
tests, which are not very serious, they have been criticized on two counts. In each 
case, the criticism is of the power of the test. Firstly, the fact that the essential under- 
lying device is the reduction of the problem to a multinomial distribution problem 
itself implies the necessity for grouping the observations into classes. In a broad 
general sense, we must lose information by grouping in this way, and we suspect that 
the loss will be greatest when we are testing the fit of a continuous distribution. 


TESTS OF FIT 441 


Secondly, the fact that the X? statistic is based on the squares of the deviations of ob- 
served from hypothetical frequencies impiies that the X? test will be insensitive to 
the patterns of signs of these deviations, which is clearly informative. The first of 
these criticisms is the more radical, since it must clearly lead to the search for other 
test statistics to replace X?, and we postpone discussion of such tests until after we have 
discussed the second criticism. 


The signs of deviations 

30.33 Let us consider how we should expect the pattern of deviations (of observed 
from hypothetical frequencies) to behave in some simple cases. Suppose that a simple 
hypothesis specifies a continuous unimodal distribution with location and scale para- 
meters, say equal to mean and standard deviation ; and suppose that the hypothetical 
mean is too high. For any set of k classes, the po; will be too small for low values of 
the variate, and too high thereafter, as illustrated in Fig. 30.1. Since in large samples 


yitue distribution 
on™ 


Hq distribution 


Frequency 


Variate ~ value 


Fig. 30.1—Hypothetical and true distributions differing in location 


the observed proportions will converge stochastically to the true probabilities, the 
pattern of signs of observed deviations will be a series of positive deviations followed by 
a series of negative deviations. If the hypothetical mean is too low, this pattern is 
reversed. 

Suppose now that the hypothetical value of the scale parameter is too low. The 
picture will now be as in Fig. 30.2. The pattern of deviations in large samples is now 


H, distribution 


True distribution + 
\ 7 


Frequency 


Variate -value 


Fig. 30.2—Hypothetical and true distributions differing in scale 
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seen to be a series of positives, followed by a series of negatives, followed by positives 
again. If the hypothetical scale parameter is too high, all these signs are reversed. 
Now of course we do not knowingly use the X? test for changes in location and 
scale alone, since we can then find more powerful test statistics. However, when 
there is error in both location and scale parameters, Fig. 30.3 shows that the situation 


\— H, distribution 


True distribution 


__ Frequency 


Variate - value 


Fig. 30.3—Hypothetical and true distributions differing in location and scale 


is essentially unchanged ; we shall still have three (or in more complicated cases, 
somewhat more) “ runs” of signs of deviations. More generally, whenever the para- 
meters have true values differing from their hypothetical values, or when the true 
distributional form is one differing “‘ smoothly ” from the hypothetical form, we expect 
the signs of deviations to cluster in this way instead of being distributed randomly, 
as they should be if the hypothetical frequencies were the true ones. 


30.34 This observation suggests that we supplement the X* test with a test of 
the number of runs of signs among the deviations, small numbers forming the critical 
region. The elementary theory of runs necessary for this purpose is given as Exer- 
cise 30.8. Before we can use it in any precise way, however, we must investigate the 
relationship between the “ runs ” test and the X* test. F.N. David (1947), Seal (1948) 
and Fraser (1950) showed that asymptotically the tests are independent (cf. Exercise 
30.7) and that for testing the simple hypothesis all patterns of signs are equiprobable, 
so that the distribution theory of Exercise 30.8 can be combined with the X? test as 
indicated in Exercise 30.9. 

The supplementation by the “ runs ” test is likely to be valuable in increasing sensi- 
tivity when testing a simple hypothesis, as in the illustrative discussion above. For 
the composite hypothesis. of particular interest where tests of fit are concerned, when 
all parameters are to be estimated from the sample, it is of no practical value, since the 
patterns of signs of deviations, although independent of X?, are not equiprobable as 
in the simple hypothesis case, and the distribution theory of Exercise 30.8 is therefore 
of no use (cf. Fraser, 1950). 


Other tests of fit 
30.35 We now turn to the discussion of alternative tests of fit. Since these have 
striven to avoid the loss of information due to grouping suffered by the X* test, they 
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cannot avail themselves of multinomial simplicities, and we must expect their theory 
to be more difficult. Before we discuss the more important tests individually, we 
remark on a feature they have in common. 

It will have been noticed that, when using X® to test a simple hypothesis, its distri- 
bution is asymptotically y2_, whatever the simple hypothesis may be, although its exact 
distribution does depend on the hypothetical distribution specified. It is clear that 
this result is achieved because of the intervention of the multinomial distribution and 
its tendency to joint normality. Moreover, the same is true of the composite hypothesis 
situation if multinomial ML estimators are used—in this case X?—> y?2_,_, whatever 
the composite hypothesis may be, though its exact distribution is even more clearly seen 
to be dependent on the composite hypothesis concerned. When other estimators are 
used (even when fully efficient ordinary ML estimators are used) these pleasant asymp- 
totic properties do not hold: even the asymptotic distribution of X* now depends on 
the latent roots of the matrix (30.37), which are in general functions both of the hypo- 
thetical distribution and of the values of the parameters 6. 

We express these results by saying that, in the first two instances above, the distribu- 
tion of X? is asymptotically distribution-free (i.e. free of the influence of the hypothetical 
distribution’s form and parameters), whereas in the third instance it is not asymp- 
totically distribution-free or even parameter-free (i.e. free of the influence of the para- 
meters of F, without being distribution-free). 


30.36 We shall see that the most important alternative tests of fit all make use, 
directly or indirectly, of the probabikty-integral transformation, which we have en- 
countered on various occasions (e.g. 1.27, 24.11) as a means of transforming any known 
continuous distribution to the rectangular distribution on the interval (0,1). In our 
present notation, if we have a simple hypothesis of fit specifying a d.f. F(x), to which 


a f.f. f)(x) corresponds, then the variable y = f Fo(u) du = F(x) is rectangularly 


distributed on (0,1). Thus if we have a set of observations x, and transform them 
to a new set y, by the probability-integral transformation and use a function of the y, 
to test the departure of the y, from rectangularity, the distribution of the test statistic 
will be distribution-free, not merely asymptotically but for any . 

When the hypothetical distribution is composite, say F9(x|1,92,...,0,) with the 
$ parameters 6 to be estimated, we must select s functions t,,...,¢, of the x, for this 
purpose. The transformed variables are now 


ue fF foul ts ty ++ t)du, 


but they are neither independent nor rectangularly distributed, and their distribution 
will depend in general both on the hypothetical distribution F, and on the true values of 
its parameters, as F. N. David and Johnson (1948) showed in detail. However (cf. Exer- 
cise 30.10), if F has only parameters of location and scale, the distribution of the y, will 
depend on the form of F but not on its parameters. It follows that for finite n, no test 
statistic based on the y, can be distribution-free for a composite hypothesis of fit 


444 THE ADVANCED THEORY OF STATISTICS 


(although it may be parameter-free if only location and scale parameters are involved). 
Of course, such a test statistic may still be asymptotically distribution-free. 


The Neyman-Barton “ smooth ” tests 

30.37 The first of the tests of fit, alternative to X*, which we shall discuss are the 
so-called ‘‘ smooth’ tests first developed to Neyman (1937a), who treated only the 
simple hypothesis, as we do now. Given Hy: F(x) = F(x), we transform the n obser- 
vations x; as in 30.36 by the probability integral transformation 


x= [7 fou) au = F(x), t=1,2,...,%, (30.73) 


and obtain n independent observations rectangularly distributed on the interval (0, 1) 
when H, holds. We specify alternatives to H, as departures from rectangularity of 
the y,, which nevertheless remain independent on (0, 1). Neyman set up a system of 
distributions designed to allow the alternatives to vary smoothly from the Hy (rect- 
angular) distribution in terms of a few parameters. (It is this ‘‘ smoothness ” of the 
alternatives which has been transferred, by hypallage, to become a description of the 
tests.) In fact, Neyman specified for the frequency function of any y, the alternatives 


rk 
f(y |) = €(O Oyo Oa)exp {1+ E6,2(y)}. O0<y<1,k=1,2,3,..., 
rai 
(30.74) 


where ¢ is a constant which ensures that (30.74) integrates to 1 and the 2,(y) are 
Legendre polynomials transformed linearly so that they are orthonormal on the interval 
(0, 1).) If we write zs = y—4, the polynomials are, to the fourth order, 


7(z) =1 
x,(s) = 3!.2z, 
aq(z) = 5'.(62*—}), (30.75) 


23(z) = 7!.(202*— 3a), 
a4(2) = 3.(70z*—152*+3). 


30.38 The problem now is to find a test statistic for Hy against H,. We can see 


(*) The Legendre polynomials, say L,(2), are —— defined by 
Lz) = (7! aie {(z?-1)"}, 


and satisfy the orthogonality conditions 
‘ 0, r#s, 
f Lz) L,(z)dz = 2 
-1 2r+1' 1’ r=: 
To render them orthonormal on (—}4, 4), therefore, we define polynomials 2,(z) by 
mz) = (2r+1)'L,(22) 
We could now transfer to the interval (0, 1) by writing y = z+4. It is more convenient, as 
in the text, to work in terms of z = y—}. 
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that if we rewrite (30.74) as 
rk 

S(y| Hx) = ¢(8)exp {= 0na(3) O<y<l, k=0,1,2,..., (30.76) 


defining 6, = 1, this includes Hy also. We wish to test the simple 
Hy:0,=6,=...=6 =0, (30.77) 


or equivalently 
Ld 


H,: £@=0, (30.78) 
r=1 
against its composite negation. It will be seen that (30.76) is an alternative of the expo- 
nential family, linear in the 6, and x, The Likelihood Function for n independent 
observations is 


L(y|6) = {c(8)}*exp {£8Z2,(y0}. (30.79) 


(30.79) clearly factorizes into k parts, and each statistic t, = E 7,(y;) is sufficient for 
fat 

6,, and we therefore may confine ourselves to functions of the #, in our search for a 

test statistic. When dealing with linear functions of the 0, in 23.27-32, we saw that the 


equivalent function of the ¢, gives a UMPU test. Here we are interested in the sum 
of squares of the parameters, and it seems reasonable to use the corresponding function 


k 
of the #,, ie. & #2, as our test statistic, although we cannot expect it to have this strong 
r=1 


optimum property. This was, in fact, apart from a constant, the statistic proposed by 
Neyman (1937a), who used a large-sample argument to justify its choice. E. S. Pearson 
(1938) showed that in large samples the statistic is equivalent to the LR test of (30.78). 
We write u, = n-'t,; the test statistic is then(*) 


L 1 E n 2 
t= Zeal e {Sac}. (30.80) 
r= Mra i=l 
30.39 Since u, = n=! z 2, (y,), the u, are asymptotically normally distributed by 
i=1 
the Central Limit theorem, with mean and variance obtained from (30.79) as 
E(u,) = nt E{x,(y)} = n'6,, (30.81) 


var (u,) = var{z,(y)} = 1, (30.82) 
and they are uncorrelated since the z, are orthogonal. Thus the test statistic (30.80) 
is asymptotically a sum of squares of k independent normal variables with unit variances 
and means all zero on Hg, but not otherwise. p} is therefore distributed asymptotically 
in the non-central y? form with k degrees of freedom and non-central parameter, 
from (30.81), ‘ 
=ni@. (30.83) 
r=1 


It follows at once that pz is a consistent (and hence asymptotically unbiassed) test, as 


(*) The statistic is usually written y?; we abandon this notation in accordance with our 
convention regarding Roman letters for statistics and Greek for parameters. 
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Neyman (1937a) showed. F. N. David (1939) found that, when H, holds, the simplest 
test statistics p? and p3 are adequately approximated by the (central) z? distributions 
with 1 and 2 degrees of freedom respectively for > 20. 


The formulation of alternative hypotheses 

30.40 The choice of k, the order of the system of alternatives (and the number 
of parameters by which the departure from H, is expressed) has to be made before a 
test is obtained. Clearly, we want no more parameters than are necessary for the alter- 
native of interest, since they will “dilute” the test. Unfortunately, one frequently 
has no very precise alternative in mind when testing fit. This is a very real difficulty, 
and may be compared with the choice of number of classes in the X? test. In the latter 
case, we found that the choice could be based on sample size and test size alone ; in 
our present uncertainty, there is no very clear guidance yet available. 


30.41 In the first of a series of papers, Barton (1953-6), on whose work the fol- 
lowing sections are based, has considered a slightly different general system of alter- 
natives. He defines, instead of (30.76), 


k 
S(y|H) = 2 6,2,(y) O<y<1,k=0,1,2,..., (30.84) 
r=0 
with 6, = 1 as before. No constant c(@) is now required, since 
1( Fk gE 1 
f.{ E,m(s)bdy =1+2 0, { a,(y)dy = 1, (30.85) 
r= r=1 ° 


since 29(y) = 1 and the 2, are orthogonal. However, we now must ensure that 
(30.84) is non-negative over the interval (0, 1), and this involves restriction of possible 
values of the 6,. Thus, for example, with k = 1 the value of 2, given in (30.75) indi- 
cates that we must restrict 6, by |6,| < 3-4. 

Now if we write 0, = n-'1,,r > 1, we see that we have a set of alternatives approach- 
ing H, as m—> co. What is more, as n—> co we have 


L+n}EA,2,(y) ~ exp{n4Ed,a-(9)} 
so that the asymptotic distribution of p{ for the alternatives (30.76) will apply under 
(30.84) with 6, = n-!2,. In order to obtain the asymptotic non-central y? distribu- 
tion of pf, in which the non-central parameter is now 4 = z Nad we have had to let 


Hi, tend to H, as n—> o. This is exactly what we did to apie the corresponding 
result for the X? test in 30.: 


30.42 If we do have a particular alternative distribution g(y) in mind, we can 
express it in terms of a member of the class (30.84) as follows. Let us choose para- 
meters 6, in (30.84) to minimize the integral 


O = [le()-F0 1H) Fay = fi [eo-{1+ 2 6-0¢ yh] a. (30.86) 
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Differentiating with respect to the 6,, we find the necessary conditions for a minimum 


Jicr[eon-{1+ 2 e2,(n}] dy=0, ally, 


and using the orthogonality of the z,(y), this becomes 
E{zx,(y)|Hz} = 6, all rv. (30.87) 
The minimum value of (30.86) is, as in ordinary Least Squares theory, 


Ot = ffe(o)- 13 [1B 6.a(y)} 


= fleora-1- 34, (30.88) 


using the orthogonality again. 
Qin is non-negative by definition. Regarded as a function of k, it is seen to be 


Ek 
non-increasing, and, since only | zi 6? depends on k, Olin —> 0 as R—> oo. In fitting 
the ae (30.84) to g(y), therclore, we essentially have to judge the approximation 
of A= 3 6? to ie g*(y)dy—1, which bounds it above. The integral is in terms of 
rel 


the probability-integral-transformed variable—it is often more convenient to evaluate 
it in terms of the alternative distribution of x, untransformed. Call this h(x). We 
then have, since g(y)dy = h(x) dx, 


_ TPs) 
ip B*(y)dy = t a(x) & a tae kel iel|HS & (30.89) 
Example 30.5 
Consider the normal distribution 
h(z| yu) = (22)texp{—-H(e—-n)"}, 0 << &, 


with Hy: =0. Using (30.89), 
fierorey = |" tea} 
= Qn) {”_exp{—(e—m)t+ ist} de 
exp (ut).(20)-# ["_exp{-H(2—2u)*}ae 
exp (1). 


zk 
Thus we must compare 4 = & 6? with 
r= 


i) 


N 


exp(u*)—1 = ptt ot. (30.90) 


From (30.87), 
8, = fie, 
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Because the z,(y—4) are even functions for even r (cf. (30.75) ) we have, since g (+) is 
also even about the value 4 for this symmetrical alternative, 

64, = 0. 
For odd r, we must evaluate individual terms. We find, using (30.75), 


i= fi 3) 2a eax ~ 32° sh(z)de 


= 3.2" {f° aul He) du 3} 6(e] Hexp {1 Wt —2ux) ds 
and 
[2] - 3.2)" af [7 oul He) du—a} bol Has 


du 
= 344A, 
where A, is Gini’s mean difference (cf. Exercise 2.9), equal to 2/x# in this normal case 


(cf. 10.14), so that 
[ ] = ( ) 
du Spo na)” 


Thus for small variations du in wu, 0, alone will vary by (3/z)'du = 0-98dy, and if 
we use the p? test with 0, = (3/z)!u we see from (30.90) that 6? = sa will be very 


little less than the right-hand side, and we lose little efficiency in testing for a change 
in the mean y of a normal distribution from zero. This is easily confirmed. The 
large-sample power function is the non-central y* with 1 degree of freedom and non- 
central parameter n(3/z)u?, equivalent to a standardized normal deviate of (3n/z)u. 
The best test, based on the sample, uses a normal deviate of nty. The factor 
(3/x)§ = 0-98 

will make little difference to the power in large samples. 

The advantage of the pj tests displayed here is that, given the alternative, we can 
choose k to give higher power than with the X? test. 


30.43 Since 30.37, we have confined ourselves to the simple hypothesis and un- 
grouped observations. We now turn to discussion of the grouping of data for the p: 
tests (which is in practice very necessary in view of the need for carrying out the prob- 
ability integral transformation on every observation) and the extension of the tests to 
composite hypotheses, which is perhaps even more important. These subjects form 
the substance of the second and third of Barton’s (1953-6) papers. The remarkable 
fact is that, once grouping has been carried out, the p? tests move into intimate relation- 
ship with the X? test. 

Suppose that the range of the variate x is grouped into & classes, and let & be the 
median of the ith group from below. An obvious analogue of (30.73) is then 


ek it 
yi = | folu)du = & past dPon (30.91) 
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where the po, are hypothetical probabilities as before. We take all the y, in a class 
to be replaced by the value y;, and write 2; = y;—} as before. We now require a set 
of orthogonal polynomials P,(y’) which will play the same role for grouped data as 
the standardized Legendre polynomials did in the ungrouped case. In view of the 
fact that the alternative hypothesis may now be formulated in terms of the variable x as 


fel He) = {E0.P.(y)} Sel He 


we have after grouping into k classes the alternative hypothetical probabilities expressed 
in terms of those tested by 


pul. = {i0, P.(y)} Puc (30.92) 
It is therefore natural to specify the P,(y’) by 
Pi(y’) = 1, (30.93) 
rg 
2 PuPe(¥) Pi(H) = 1, 7 = | rt=0,1,2,...,R—-1. (30.94) 
=0, r#¥t, 


Then (30.80) (with a : — *) becomes = grouped form, on using (30.91), 
1#=) rk 3 2 
this Bab = Fz {E Pooh =FE{E nPa} 
which by (30.93) is 


1 R-1(k ‘ 2 R-1(k ; ny, ; P 4 3 
= # us EnP(vd} aS a = (poi Pm -(90 —" 
The summation is of the squares of weighted sums of the p}, P,(;) (which are ortho- 
gonal by (30.94)), with weights n,/(npo,)'. We therefore have 


i sf 
PLitn= z MPa 
or, in virtue of (30.8), 
pi = X? (30.95) 


exactly. 


30.44 Just as p?_, is identical with X? by (30.95), the lower-order tests p? 
(r = 1,2,...,&—2) can now be seen to be components or partitions of X*, particular 
functions of the asymptotically standardized normal variates 


y— NP ar 
x, = ——fAe 
‘Paid! 
which we now discuss. If we write 
k 
= Zllyt, r=1,2,...,k, (30.96) 
int 


and choose the last row of the matrix L = {1,,} to be 


hy = Pos, 
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we have identically 
uy = 0, 


and if we choose the other elements of L so that it is orthogonal, i.e. 


rk 
=z hike = 1, r=, 

i=l 
= 0, r#S, 


the u, will also be asymptotically standardized normal variates and, since they are ortho- 
gonal, asymptotically independent. Thus the sum of squares of any m(m=1, 2,..., 
k—1) of the u, (r = 1,2,...,—1) will be distributed like X? with m degrees of freedom, 
independently of any other sum based on different u, We shall return to X* par- 
titioning problems in a particular context in Chapter 33. 

From this point of view, the virtue of the p3, p3, . . . tests, where the data are grouped, 
is that they select the appropriate functions of the y, for the test in hand to have maxi- 
mum power ; they isolate the important components of X?. 


30.45 With the remarks of 30.44 in mind, it is not surprising that when we come 
to consider the composite hypothesis, the theory of the grouped fj tests closely resembles 
that of the X? test already discussed in 30.11-21. All the principal results carry over, 
as Barton showed (cf. Watson, 1959): if multinomial ML estimators are used, degrees 
of freedom are reduced by one for each parameter estimated ; if the grouping is deter- 
mined from the observations, this makes no difference (under regularity conditions) 
to the asymptotic distributions. 

The main problem in the application of the pj tests to the composite hypothesis is 
that of choosing k. As we remarked in the simple hypothesis case, one often has 
no very precise alternative in mind in making a test of fit—otherwise one would, if 
possible, use a more specific test. In view of the fact that large samples are frequently 
used for tests of fit, so that grouping of observations is a practical necessity, the identity 
of the grouped pj_, test with the X? test means that, apart from partitioning problems, 
which are common to both types of test, there is no competition between them. 


Tests of fit based on the sample distribution function 
30.46 The remaining general tests of fit are all functions of the cumulative distribu- 
tion of the sample, or sample distribution function, defined by 


0, *< x, 
Si) = 95 0 <* < Ream (30.97) 
1, xm < %. 


The xj) are the order-statistics, i.e. the observations arranged so that 
Kay < He) <2. < Xm 


S,(x) is simply the proportion of the observations not exceeding x. If F(x) is the 
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true d.f., fully specified, from which the observations come, we have, for each value of 
x, from the Strong Law of Large Numbers, 


Jim P{S,(2) = Fo(e)} = 1, (30.98) 


and in fact stronger results are available concerning the convergence of the sample 
d.f. to the true d.f. 

In a sense, (30.98) is the fundamental relationship on which all statistical theory is 
based. If something like it did not hold, there would be no point in random sampling. 
In our present context, it is clear that a test of fit can be based on any measure of diverg- 
ence of S,(x) and Fy(x). We now suppose F,(x) to be continuous. Consider the 
test statistic 


w= [" (S.(2)—Fole)aF ola), (30.99) 


which was proposed by Smirnov (1936) after earlier suggestions by H. Cramér and 
R. von Mises. Now, from binomial theory (Example 3.2) with p = F,(x), 


Pt) ELS, (x)—Fo(x)}? = Fo(x){1—Fo(x) }/n. (30.100) 
Thus we have from (30.99) and (30.100) 
EW) = 5 'Fol—FdaFe = 2 (5-3) = (30.101) 


and similarly it may be established that 


var(W*) = E(W9)—E'(W) 
4n—3 


- (30.102) 


30.47 It will be noticed that the mean and variance of W? do not depend on Fy. 
In fact, the distribution of W? as a whole does not depend on Fy: the test is completely 
distribution-free for any n. This is easily seen directly, for if we apply the prob- 
ability integral transformation (30.73) to x, we reduce (30.99) to 


W = ['{Sa(y)-y} dy, (30.103) 


i.e. we have reduced the problem of fit to testing whether, in a sample from the rect- 
angular distribution on (0, 1), the sample departs too far from the d.f. of that distribu- 
tion, F(y) = y. 

From (30.101) and (30.102), it will be clear that the limiting distribution which 
must be sought is that of n W? (rather than the multiple nt which is commonly necessary 
because of the Central Limit theorem), which will have mean and variance asymptoti- 
cally of order zero in ». The asymptotic theory of 2 W? is difficult, and the exact 
theory for finite n is unknown. Smirnov (1936) showed that its limiting c.f. is 


$(0) = lim Efexp Gina) = {Or (30.104) 
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Anderson and Darling (1952) inverted ¢(#) into a form suitable for numerical calcula- 
tion, and tabulated the limiting distribution of n W? in inverse form, giving the values 
exceeded with probabilities 0-001, 0-01 (0-01) 0-99. Conventionally, the most important 
of their values for test purposes are : 


Test size« Critical value of n W* 


0-10 0-347 
0-05 0-461 
0-01 0-743 
0-001 1-168 


Large values of n W? form the critical region, as is evident from the motivation of the 
test. 
Marshall (1958) showed that the asymptotic distribution of n W? is reached remark- 
ably rapidly, the asymptotic critical values given above being adequate for as low as 3. 


30.48 For the W? test, as for the ungrouped pj tests discussed in 30.37-42, one 
needs to calculate F,(x) for each individual observation. In fact, it may be shown 
that we may express the statistic as 


1 = 2r—1)? . 
mW = +B {Foleo oe eo 


The W? test has been investigated for the composite hypothesis, with one parameter 
unspecified, by Darling (1955). The test statistic is now no longer distribution-free in 
general, as we should expect from the discussion of 30.36; the exception is when the 
parameter can be estimated with variance of order less than n-!, when the limiting distn- 
bution is just as in the simple hypothesis case (cf. 30.8, where we met the same phenomenon 
for X*). If the parameter is of location or scale, estimated with variance of order n7'. 
the limiting distribution is parameter-free (cf. 30.36). 

Anderson and Darling (1952, 1954) investigated an alternative test statistic for the 
simple hypothesis. It is simply (30.99) with the factor [F,(x) {1—F (x) }]~' inserted 
in the integrand. They tabulate critical values of its asymptotic distribution for 
a = 0-10, 0-05, 0-01. Marshall (1958) showed that the asymptotic critical values are 
adequate even for n = 1. 


The Kolmogorov statistic 

30.49 We now come to the most important of the general tests of fit alternative 
to X*, Like W2, defined at (30.99), it is based on deviations of the sample d.f. S, (x) 
from the completely specified continuous hypothetical d.f. Fy(x). The measure of 
deviation used, however, is very much simpler, being the maximum absolute difference 
between S,(x) and F,(x). Thus we define 


D, = sup | S,(x)— F(x) |- (30.106) 


The appearance of the modulus in the definition (30.106) might lead us to expect 
difficulties in the investigation of the distribution of D,, but remarkably enough, the 
asymptotic distribution was obtained by Kolmogorov (1933) when he first proposed 
the statistic. The derivation which follows is due to Feller (1948). 
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30.50 We first note that the distribution of D, is completely distribution-free 
when H, holds. We may see this very directly in this case, for if S,(x) and Fo(x) 
are plotted as ordinates against x as abscissa, D, is simply the value of the largest vertical 
difference between them. Clearly, if we make any one-to-one transformation of x, 
this will not affect the vertical difference at any point and, in particular, the value of 
D, will be unaffected. 


30.51 Now consider the values x19, %g9)---;%u-1,0 defined by 
Fo(%0) = : F (30.107) 


(If, for some k, (30.107) holds within an interval, we take x,» to be the lower end-point 
of the interval.) Let ¢ be a positive integer. If, for some value x, 


S,(2)—Fo(a) > £, (30.108) 


the inequality (30.108) will hold for all values of x in some interval at whose upper end- 
point x’ it becomes an equality, i.e. 


S,(x’)— F(x’) = <. (30.109) 


Since S,(x) is by definition a step-function taking values which are multiples of 1/n, 
and c is an integer, it follows from (30.109) that F(x’) is a multiple of 1/n and thus, 
from (30.107), x’ = xx for some &, so that (30.109) becomes 


Sq (20)—Fo(%10) = £ 


ie. from (30.107), 
Sa (%r0) = Be. (30.110) 


From the definition of S, (x) at (30.97), this means that exactly (k+c) of the observed 
values of x are less than x;, the hypothetical value below which & of them should fall. 
Conversely, if x1) < eo < %e+e+1 (30.108) will follow immediately. We have 
therefore established the preliminary result that the inequality 


S,(2)— F(a) > £ 


holds for some x if and only if for some k 

Reve < Xo < Me+e+1) (30.111) 
We may therefore confine ourselves to consideration of the probability that (30.111) 
occurs. 


30.52 We denote the event (30.111) by Ax(c). From (30.106), we see that the 
statistic D,, will exceed c/n if and only if at least one of the 2” events 


A,(c), Ay(—c¢), As(c), Ar(—©), ---» An (c), An(—©) (30.112) 
occurs. We now define the 2m mutually exclusive events U, and V,. U, occurs if 


454 THE ADVANCED THEORY OF STATISTICS 


A, (c) is the first event in the sequence (30.112) to occur, and V, occurs if A,(—c) i: 
the first. Evidently 


p{o, = ‘ = E[P(U}+ PUL (30.113; 
We have, from the definitions of A,(c) and U,, V,, the relations 
P{Ax(0)} = E [P(U;}P(As(0)14(O}+P{Ve}P{ A 4(—2)}] 


s (30.114) 
P{Ar(—o} = E [P{U,} P{Ar(—2)| 4-(0)} + P{ Ve} P{Ar(—<)| 4,(—2)}]- 


From (30.111) and (30.107), we see that P{A,(c)} is the probability that exactly 
(k+c) “ successes ” occur in n binomial trials with probability k/n, i.e., 


P{A,(0)} = (3 ) ()"" (1 = (30.113) 
Similarly, for r < k, 


P{A,(c)| 4,(c)} = (ee Gy" ~hetyrons 


n—T, n—T, 


P(A A(-9) = (G52) (HEY (1 


n—?T, n—-T, 


(30.116) 


(30.115) and (30.116) hold for negative as well as positive c. Using them, we see that 
(30.114) is a set of 2n linear equations for the 2n unknowns P{U,}, P{V,}. If we 


solved these, and substituted into (30.113), we should obtain P{b, > <I for any ¢. 


30.53 If we now write 


Pr(c) = e+ or (30.117) 
we have 
P{Ax(c)} = Px (C)Pa-2(—©)/Pn (0), 
P{Ai(c)| A,(¢)} = phot Sio (30.118) 
P{Ax(6)| Ar(—¢)} = Pe—r(2e) Pa—2(—€)/Pa—r (0), 
so that if we define 
w= P(U,} PA)... o, = PV} PO, (30.119) 
and substitute (30.115-19) into (30.114), the latter becomes simply 
Px(c) = & [u,Pr_-r(0)+rPx-,(2c)], 
ret (30.120) 


tr(—e) = 3 [ueda-e(-2e)+044-1(0)] 
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The system (30.120) is to be solved for 


n 1 n 
EPU)+ PVH = 5G E(t Peeler] (80.121) 
We therefore define 
see 1, -8 
Pr= 50,2, Pe-(— In Me = FOE, Per (Or (30.122) 
so that, from (30.121), 
E (P{ U,}+P{Vs}] = Pat Ge (30.123) 
We now set up generating functions for the p, and gq, namely 
G,(t) = = pt, G(t) = = get. 
If we also define generating functions for the u,, vy, and (for convenience) n-'p,(c), 
namely 
G.(t)= Eut, Gl) = Dot, 
kel Re 
and 
G(t,c) = nt Pr(o)t, 
=1 
we have from (30.122), the relationships 


G,(t) = G,() G(t,—¢) n/p, t 
G,(t) = Ge() G0) 24/P, (0). eam) 
30.54 We now consider the limiting form of (30.124). We put 
c= ant 
and let » —> oo and ¢ —> oo with it so that z remains fixed. 
We see from (30.117) that p,(c) is simply the probability of the value (k+c) for 
a Poisson variate with parameter k, i.e. the probability of its being ¢/k standard devia- 
tions above its mean. If k/n tends to some fixed value m, then as the Poisson variate 


tends to normality 
nw) 


Px(@) > @ak)+exp (-29) 
or, putting k = mn, c = zn, 
ntp. (an!) > (Qrm)-texp(-4=). (30.125) 
Now since G(t,c) is a generating function for the n-+p,(c), we have 
G(e-#*, zn) = nt px (znt)e“4/" 
=1 
and under our limiting process this tends by (30.125) to 
2 2) 
lim G(e~**, ant) = (2a) f m-texp (-1m—4= am (30.126) 
no ° mM. 


GG 
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If we differentiate the integral J on the right of (30.126) with respect to 42%, we find 
the simple differential equation 


whose solution is : 
1 = (2)'exp{-@ea4). 
Thus 
lim G(e-"*, zn!) = (2t)-t exp {—(222%)t}. (30.127) 


(30.127) is an even function of z, and therefore of c. 
Since, from (30.120), 


G(t,c) = G,(t) G(t,0)+G, (t) G(t, 2c), } (30.128) 
G(t, —c) = G,(t)G(t, —2c)+G, (t) G(t,0), a 
this evenness of (30.127) in ¢ gives us 
lim G,(e-") = lim G,(e-"") 
rn—>o 1 >@o 
= lim G(e-"’", zn!) 
lim G (e-*", 0) + lim G(e *, 2zn!) 
= _exp{—(2¢3%)!} (30.129) 


~ Trexp{—Grsy) 
by (30.127). Thus, in (30.124), remembering that 
Pa(0) > (2xn)4, 
(30.127) and (30.129) give 
. = —t/n) — ]i es —t/n' 2n\t — (8t 2)t 
Jim mG, (et) = lim mG, (e ") = ( ) exp{—(8e24)}} L(. 


2t) 1+exp{—(8t2*)F} 
This may be expanded into geometric series as 
L() = ) E (—1)—exp{—(8tr*24)}}. (30.130) 
r=1 


By the same integration as at (30.126), L(#) is seen to be the one-sided Laplace trans- 
form i e—™ f(m)dm of the function 
o 


f(m) = 3 (-1)-texp{—2r¢#/m}. (30.131) 
(30.131) is thus the result of inverting either of the limiting generating functions of 
the p, or q., of which the first is 
limn- G,(e~/") = limn-1 E pye#™ = J (lim px) e~™ dm. 
ket t) 
From (30.113) and (30.123), we require only the value (p,+ ,). We thus put k = 1, 
ie. m = 1, in (30.131) and after multiplying by two, obtain our final result 


lim P{D, > zn} = 2 3 (-17 ‘exp {— 27327}. (30.132) 


no 


TESTS OF FIT 457 


Smirnov (1948) tabulates (30.132) (actually its complement) for z = 0-28 (0-01) 
2-50 (0-05) 3-00 to 6 d.p. or more. This is the whole effective range of the limiting 
distribution. 


30.55 As well as deriving the limiting result (30.132), Kolmogorov (1933) gave 
recurrence relations for finite n, which have since been used to tabulate the distribution of 
Dy. Z. W. Birnbaum (1952) gives tables of P {Dy < c/n} to 5 d.p., for m = 1(1)100 and 
¢ = 1(1)15, and inverse tables of the values of D, for which this probability is 0-95 for 
n = 2(1)5(5)30(10) 100 and for which the probability is 0-99 for n = 2(1)5(5)30(10) 80. 
Miller (1956) gives inverse tables for n = 1(1) 100 and probabilities 0-90, 0-95, 0-98, 0-99. 
Massey (1950a, 1951a) had previously given P {Dn < c/n} for n = 5(5)80 and selected 
values of c < 9, and also inverse tables for n = 1(1)20(5)35 and probabilities 0-80, 0-85, 


0-90, 0-95, 0-99. 
It emerges that the critical values of the asymptotic distribution are ; 
Test size Critical value of D, 
0-95 1:3581 n=, 
0-99 1-6276 n=, 


and that these are always greater than the exact values for finite n. The approximation 
for these values of « is satisfactory at n = 80. 


Confidence limits for distribution functions 

30.56 Because the distribution of D, is distribution-free and adequately known 
for all n, and because it uses as its measure of divergence the maximum absolute devia- 
tion between S, (x) and F(x), we may reverse the procedure of testing for fit and use 
D,, to set confidence limits for a (continuous) distribution function as a whole. For, 
tchatever the true F(x), we have, if d, is the critical value of D, for test size a, 


P{D, = sup| S,(x)—F(#)| > da} = « 


‘Thus we may invert this into the confidence statement 

P{S,(x)—d, < F(x) < S,(x)+d,, allx} = 1-«. (30.133) 
Thus we simply set up a band of width +4, around the sample d.f. S,(x), and there 
is probability 1—« that the true F(x) lies entirely within this band. This is a remark- 
ably simple and direct method of estimating a distribution function. No other test 
of fit permits this inversion of test into confidence interval since none uses so direct 
and simply interpretable a measure of divergence as D,. 

One can draw useful conclusions from this confidence interval technique as to the 
sample size necessary to approximate a d.f. closely. For example, from the critical 
values given at the end of 30.55, it follows that a sample of 100 observations would have 
probability 0-95 of having its sample d.f. everywhere within 0-13581 of the true d.f. 
To be within 0-05 of the true d.f. everywhere, with probability 0-99, would require 
a sample size of (1-6276/0-05)*, i.e. more than 1000. 


30.57 Because it is a modular quantity, D, does not permit us to set one-sided 
confidence intervals for F(x), but we may consider positive deviations only and define 


D; = sup{S, (x) — Fo(x)} (30.134) 
as was done by Wald and Wolfowitz (1939) and Smirnov (1939a). 
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To obtain the limiting distribution of Dz, we retrace the argument of 30.51-54. 
We now consider only events A;(c) with ¢ > 0 in (30.112). U, is defined as before, 
but V, is not considered. (30.114) is replaced by 

. & 

P{As()} = & P{U,}P{Ar(0)| 4-(} 
and (30.128) by 
G(t,c) = G,(t) G(t,0). (30.135) 
Instead of (30.129), we therefore have, using (30.127) and (30.135), 
lim G,(e-"/") = exp {—(2t2*)t}. 

ao 

The first equation in (30.124) holds, and we get, in the same way as before, 


lim 2-!G,(e-"") = (F) exp{—Ge=9. (30.136) 
a—>o 
Again from (30.127), (30.136) is seen to be the one-sided Laplace transform of 
Sf (mm) = m-texp(—227/m) 
and substitution of m = 1 as before gives 


lim P{Dj > 2n-+} = exp(—22%), (30.137) 
ao 
which is Smirnov’s (1939a) result. (30.137) may be rewritten 
lim P{2n(D3)* < 22*} = 1—exp(—2z*). (30.138) 
a >on 


Differentiation of (30.138) with respect to (22%) shows that the variable y = 2n(D})* is 
asymptotically distributed in the negative exponential form 

dF (y) = exp(—y)dy, OK<y< om. 
Alternatively, we may express this by saying that 2y = 4n(D;)? is asymptotically a 7 
variate with 2 degrees of freedom. Evidently, exactly the same theory will hold if we 
consider only negative deviations. 


30.58 Z.W. Birnbaum and Tingey (1951) give an expression for the exact distribution 
of Dt, and tabulate the values it exceeds with probabilities 0-10, 0-05, 0-01, 0-001, for 
n= 5, 8, 10, 20, 40, 50. As for Dy, the asymptotic values exceed the exact values, and 
the differences are small for n = 50. 

We may evidently use D* to obtain one-sided confidence regions of the form 

P {Sa(x)—dz < F(x)} = 1-2, 
where d? is the critical value of Dt. 


Comparison of Kolmogorov’s statistic with X* 

30.59 Nothing is known in general of the behaviour of the D, statistic when para- 
meters are to be estimated in testing a composite hypothesis of fit, although its use in 
testing normality has been studied—cf. 30.63. It will clearly not remain distribution- 
free under these circumstances (cf. 30.36), and this represents a substantial disadvantage 
compared with the X? test. However, it has the great advantage of permitting the 
setting of confidence intervals for the present d.f., given only that the latter is con- 
tinuous. 
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Because of the strong convergence of S,(x) to the true d.f. F(x) (cf. (30.98)), the 
D,, test is consistent against any alternative G(x) # F(x). However, Massey (1950b, 
1952) has given an example in which it is biassed (cf. Exercise 30.16). He also estab- 
lished a lower bound to the power of the test in large samples as follows. 


30.60 Write F(x) for the d.f. under the alternative hypothesis H,, F(x) for the 
d.f. being tested as before ; and 


A = sup| F,(x)—F,(z)|- (30.139) 


If d, is the critical value of D, as before, the power we require is 
P = P{sup| S4(x)—Fe(s)| > del Hs} 


This is the probability of an inequality arising for some x. Clearly this is no less than 
the probability that it occurs at any particular value of x. Let us choose a particular 
value, xy, at which Fy and F, are at their farthest apart, i.e. 
A = F, (x3) — Fo (%a)- (30.140) 
Thus we have 
P > P{|S,(¥s)—Fo(*a)| > dal Hi} 
or 
P > 1-—P{Fo(*s)—4, < Sa(%a) < Fo(%s)+42| Hi}. (30.141) 
Now, S,(x,) is binomially distributed with probability F,(x,) of falling below x,. 
Thus we may approximate the right-hand side of (30.141) using the normal approxima- 
tion to the binomial distribution, i.e. asymptotically 
F,-Fitdy 
(.0-Fy/a}t 
P > 1-(22)"t exp (— 4u*) du, (30.142) 
WF i—dy 
@.a-Fyat 
F, and F, being evaluated at x, in (30.142) and hereafter. If F, is specified, (30.142) 
is the required lower bound for the power. Clearly, as 2 —> © both limits of integra- 
tion increase. If 
d, < |F,—F,| = A, (30.143) 
they will both tend to +o if F, > F, and to — 0 if F, < F,;. Thus the integral 
will tend to zero and the power to 1. As 2 increases, d, declines, so (30.143) is always 
ultimately satisfied. Hence the power —> 1 and the test is consistent. 
If F, is not completely specified, we may still obtain a (worse) lower bound to the 
power from (30.142). Since F,(1—F,) < }, we have, for large enough n, 


enh (F,—Fitdg) 


P> 1-2) | Jett 


ant (F,—Fi— 
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which, using the symmetry of the normal distribution, if Fy < F,, we may write as 
2nk( A+ dq) 
P> 1-(@n)-* | to exp (— Ju) du. (30.144) 
2nd(A- 
The bound (30.144) is in terms of the maximum deviation A alone. 


Z. W. Birnbaum (1953) obtained sharp upper and lower bounds for the power of 
D3 in terms of A. 


30.61 Using (30.144) and calculations made by Williams (1950), Massey (1951a) 
compared the values of A for which the large-sample powers of the X? and the D, tests 
are at least 0-5. For test size « = 0-05, the D, test can detect with power 0-5 a A about 
half the magnitude of that which the X? test can detect with this power ; even with 
n = 200, the ratio of A’s is 0-6, and it declines steadily in favour of D,, as m increases. 
For « = 0-01 the relative performances are very similar. Since this comparison is 
based on the poor lower bound (30.144) to the power of D,, we must conclude that D, is 
a very much more sensitive test for the fit of a continuous distribution. 

Kac et al. (1955) point out that if the Mann-Wald equal-probabilities procedure 
of 30.28~-9 is used, the X? test requires A to be of order n-*/5 to attain power 4, whereas 
D,, requires A to be of order n+. Thus D, asymptotically requires sample size to be 
of order n‘/5 compared to m for the X? test, and is asymptotically very much morc 
efficient—in fact the relative efficiency of X? will tend to zero as m increases. 

A detailed review of the theory of the W?, D, and related tests is given by Darling 
(1957). 


Computation of D, 

30.62 If we are setting confidence limits for the unknown F(x), no computations 
are required beyond the simple calculation of S,(x) and the setting of bounds distant 
+d, from it. In using D, for testing, however, we have to face the possibility of cal- 
culating F(x) for every observed value of x, a procedure which is tedious even when 
F(x) is well tabulated. However, because the test criterion is the maximum devia- 
tion between S,,(x) and F(x), it is often possible by preliminary examination of the 
data to locate the intervals in which the deviations are likely to be large. If initial 
calculations are made only for these values, computations may be stopped as soon as 
a single deviation exceeding d, is found. (This abbreviation of the calculations is not 
possible for statistics like W*, which depend on all deviations.) 

A further considerable saving of labour may be effected as in the following example, 
due to Z. W. Birnbaum (1952). 


Example 30.6 

A sample of 40 observations is to hand, where values are arranged in order: 
0:0475, 0-2153, 0:2287, 0-2824, 0-3743, 0-3868, 0-4421, 0-5033, 0-5945, 0-6004, 0-6255, 
0-6331, 0-6478, 0-7867, 0-8878, 0-8930, 0-9335, 0-9602, 1-0448, 1-0556, 1-0894, 1-0999, 
1-1765, 1-2036, 1-2344, 1-2543, 1-2712, 1-3507, 1-3515, 1-3528, 1-3774, 1-4209, 1-4304, 
1-5137, 1-5288, 1-5291, 1-5677, 1-7238, 1-7919, 1-8794. 
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We wish to test, with « = 0-05, whether the parent Fy(x) is normal with mean 1 and 
variance 6. From Z. W. Birnbaum’s (1952) tables we find for n = 40, « = 0-05 that 
d, = 0-2101. Consider the smallest observation, xa). To be acceptable, F4(xq)) 
should lie between 0 and d,, i.e. in the interval (0, 0-2101). The observed value of 
Xa) is 0-0475, and from tables of the normal d.f. we find F'y(xq)) = 0-0098, within the 
above interval, so the hypothesis is not rejected by this observation. Further, it cannot 
possibly be rejected by the next higher observations until we reach an x) for which 
either (a) 1/40—0-2101 > 0-0098, i.e. ¢ > 8-796, or (b) Fo(x») > 0-2101+1/40, i.e. 
i) > 0-7052 (from the tables again). The 1/40 is added on the right of (b) because 
we know that S,(x()) 2 1/40 fori > 1. Now from the data, x) > 0-7052 for ¢ > 14. 
We next need, therefore, to examine i = 9 (from the inequality (a)). We find there 
the acceptance interval for F(x) 
(S,(*)—4,, Ss (x) +4.) = (9/40—0-2101, 8/40 +0-2101) 
= (0-0149, 0-4101). 
We find from the tables F(x) = F(0-5945) = 0-1603, which is acceptable. To 
reject Hy, we now require either 
i/40—0-2101 > 0-1603, i.e. i > 14-82 
or 
Fy (xj) > 0-4101+1/40, ie. x) > 0-9052, ie. ¢ > 17. 
We therefore proceed to i = 15, and so on. The reader should verify that only the 
6 values 
#= 1, 9, 15, 21, 27, 34 
require computations in this case. The hypothesis is accepted because in every one 
of these six cases the value of F, lies in the confidence interval ; it would have been 
rejected, and computations ceased, if any one value had lain outside the interval. 


Tests of normality 

30.63 To conclude this chapter, we refer briefly to the problem of testing nor- 
mality, i.e. the problem of testing whether the parent d.f. is a member of the family of 
normal distributions, the parameters being unspecified. Of course, any general test 
of fit for the composite hypothesis may be employed to test normality, and to this 
extent no new discussion is necessary. However, it is common to test the observed 
moment ratios b, and },, or simple functions of them, against their distributions given 
the hypothesis of normality (cf. 12.18 and Exercises 12.9-10) and these, are sometimes 
called ‘tests of normality.” This is a very loose description, since b, can only test 
symmetry and 5, mesokurtosis, and they are better called tests of skewness and kurtosis 
respectively. Geary (e.g. 1947) has developed and investigated an alternative test of 
kurtosis based on the ratio of sample mean deviation to standard deviation. 

Kac et al. (1955) discuss the distributions of D,and W? in testing normality when 
the two parameters (2, o*) are estimated from the sample by (#, s*). The limiting dis- 
tributions are parameter-free (because these are location and scale parameters—cf. 
30.36) but are not obtained explicitly. Some sampling experiments are reported which 
give empirical estimates of these distributions. 
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EXERCISES 


30.1 Show that if, in testing a composite hypothesis, an inconsistent set of estimators 
t is used, the statistic X?—»> 00 as n—> 0. 
(cf. Fisher, 1924c) 


30.2 Using (30.33), show that the matrix M defined at (30.37) reduces, when the 
vector of multinomial ML estimators 6 is used, to 
{i 
m= (C, it): 


and that M is idempotent with tr M = s. Hence confirm the result of 30.10 and 30.14 
that X? is asymptotically distributed like 72_,., when 6 is used. 
(Watson, 1959) 


30.3 Show from the limiting joint normality of the m that as n —> oo, the variance 
of the simple-hypothesis X® statistic in the equal-probabilities case (por = 1/k) is 


var (X*) = zfs (Bat) beanie Eet-(Zet)} 
F i r r 
where pu, i = 1, 2,..., & are the true class-probabilities. Verify that this reduces to 


the correct value 2(k—1) when 


bt = da = 1/k. 
(Mann and Wald, 1942) 


30.4 Establish the non-central z* result of 30.27 for the alternative hypothesis distri- 
bution of the X® test statistic. 
(cf. Cochran, 1952) 


30.5 Show from the moments of the multinomial distribution (cf. (5.80)) that the 
exact variance of the simple-hypothesis X? statistic is given by 


= 9H —2) EF 2n—3y (PH) 2 (a Ph) (pu 

nvar (X*) = 2(n nae 2a (Qn » (2%) (xf) (ze) 
#8) _(etu\*, Pu 
sey (2%) ee 
(Patnaik, 1949) 


30.6 For the same alternative hypothesis as in Example 30.3, namely the Gamma 
distribution with parameter 1-5, use the Biometrika Tables to obtain the p,; for the 
unequal-probabilities four-class grouping in Example 30.2. Calculate the non-central 
parameter (30.62) for this case, and show by comparison with Example 30.3 that the 
unequal-probabilities grouping would require about a 25 per cent larger sample than the 
equal-probabilities grouping in order to attain the same power against this alternative. 


30.7 k independent standardized normal variables x; are subject to ¢ homogeneous 


z 
linear constraints. Show that S= x} is distributed independently of the signs of 
j=1 


the x. If ¢ = 1, and the mateaintis Soar, show that all sequences of signs are 
=1 
equiprobable (except all signs positive, or all signs negative, which cannot occur), but 
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that this is not so generally for ¢ > 1. Hence show that any test based on the sequence 
of signs of the deviations of observed from hypothetical frequencies (1 — os) is asympto- 


tically independent of the X® test. 
(David, 1947; Seal, 1948; Fraser, 1950) 


30.8 M elements of one kind and N of another are arranged in a sequence at random 
(M, N> 0). A run is defined as a subsequence of elements of one kind immediately 
preceded and succeeded by elements of the other kind. Let R be the number of runs 
in the whole sequence (2 < R < M+N). Show that 


P{R= 2} = 2("7') oy ie 
P{R = 2s-1} = (CHYCS)COVCS aie 


2MN 
BUR = aren 
2MNQMN-M -N) 
(M+N)?(M+N-1)- 
(Stevens (1939) ; Wald and Wolfowitz (1940). Swed and Eisen- 
hart (1943) tabulate the distribution of R for M < N < 20.) 


and that 


var R= 


30.9 From Exercises 30.7 and 30.8, show that if there are M positive and N negative 
deviations (m—m pos), we may use the runs test to supplement the X? test for the simple 
hypothesis. From Exercise 16.4, show that if P, is the probability of a value of X? not 
less than that observed and P, is the probability of a value of R not greater than that 
observed, then U = —2log(P, +P) is distributed like z* with 4 degrees of freedom, 
large values of U forming the critical region for the combined test. 

(F. N. David, 1947) 


30.10 24, x3, ..., %, are independent random variables with the same distribution 


Sf (X|4,, 63). 9, and 6, are estimated by statistics t, (x, %g,. +» Xn), ta(%1, Xap oy Ende 
Show that the random variables 


ms 
“= f (ul tr, ts) du 
-@ 
are not independent and that they have a distribution depending in general on f, 9, and 
6,; but that if 6, and 6, are respectively location and scale parameters, the distribution of 
yt is not dependent on 9, and 9, but on the form of f alone. 
(F. N. David and Johnson, 1948) 


30.11 Show that for testing a composite hypothesis the X™ test using multinomial 
ML estimators is asymptotically equivalent to the LR test. 


30.12 Show that Neyman’s goodness-of-fit statistic (30.80) is equivalent to the LR 
test of the simple hypothesis (30.78) in large samples. 
(E. S. Pearson, 1938) 
30.13 Verify the values of the mean and variance (30.81-2). 
30.14 Prove formula (30.102) for the variance of W*. 
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30.15 Verify that » W? may be expressed in the form (30.105). 


30.16 In testing a simple hypothesis specifying a d.f. F, (x), show diagrammatically 
that for a simple alternative F; (x) satisfying 


F, (x) < Fy(x) when F,(x) < d, 
F, (x) = Fo(x) elsewhere, 
the D, test (with critical value d,) may be biassed. 
(Massey, 1950b, 1952) 


CHAPTER 31 
ROBUST AND DISTRIBUTION-FREE PROCEDURES 


31.1 In the course of our examination of the various aspects of statistical theory 
which we have so far encountered, we have found on many occasions that excellent 
progress can be made when the underlying parent populations are normal in form. 
The basic reason for this is the spherical symmetry which characterizes normality, but 
this is not our present concern. What we have now to discuss is the extent to which 
we are likely to be justified if we apply this so-called “ normal theory ” in circum- 
stances where the underlying distributions are not in fact normal. For, in the light 
of the relative abundance of theoretical results in the normal case, there is undoubtedly 
a temptation to regard distributions as normal unless otherwise proven, and to use the 
standard normal theory wherever possible. The question is whether such optimistic 
assumptions of normality are likely to be seriously misleading. 

We may formulate the problem more precisely for hypothesis-testing problems in 
the manner of our discussion of similar regions in 23.4. There, it will be recalled, 
we were concerned to establish the size of a test at a value «, irrespective of the values 
of some nuisance parameters. Our present question is of essentially the same kind, 
but it relates to the form of the underlying distribution itself rather than to its unspeci- 
fied parameters: is the test size « sensitive to changes in the distributional form ? 

A statistical procedure which is insensitive to departures from the assumptions 
which underlie it is called ‘ robust,” an apt term introduced by Box (1953) and now 
in general use. Studies of robustness have been carried out by many writers. A good 
deal of their work has been concerned with the Analysis of Variance, and we postpone 
discussion of this until Volume 3. At present, we confine ourselves to the results 
relevant to the procedures we have already encountered. Box and Andersen (1955) 
survey the subject generally. 


The robustness of the standard “ normal theory ” procedures 

31.2. Beginning with early experimental studies, notably by E. S. Pearson, the 
examination of robustness was continued by means of theoretical investigations, among 
which those of Bartlett (1935a), Geary (1936, 1947) and Gayen (1949-1951) are essen- 
tially similar in form. The observations are taken to come from parent populations 
specified by Gram-Charlier or Edgeworth series expansions, and corrective terms, to 
be added to the normal theory, are obtained as functions of the standardized higher 
cumulants, particularly x, and «,. Their results may broadly be summarized by the 
statement that whereas tests on population means (i.e. ‘‘ Student’s ” t-tests for the 
mean of a normal population and for the difference between the means of two normal 
populations with the same variance) are rather insensitive to departures from normality, 
tests on variances (i.e. the y? test for the variance of a normal population, the F-test 
for the ratio of two normal population variances, and the modified LR test for the 
equality of several normal variances in Examples 24.4, 24.6) are very sensitive to such 
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departures. Tests on means are robust ; by comparison, tests on variances can only 
be described as frail. We have not the space here for a detailed derivation of these 
results, but it is easy to explain them in general terms. 


31.3. The crucial point in the derivation of “ Student’s” ¢-distribution is the 
independence of its numerator and denominator, which holds exactly only for normal 
parent populations. If we are sampling from non-normal populations, the Central 
Limit theorem nevertheless assures us that the sample mean and the unbiassed variance 
estimator s? = k, will be asymptotically normally distributed. What is more, we know 
from Rule 10 for the sampling cumulants of k-statistics in 12.14 that 


«(21) = ks/n, (31.1) 
«(2° 14) = O(n-@t#-0), (31.2) 
Since A 
= 2) Kay 2x8 
«(1?) = x3/n, «(2?) = +t 
we have from (31.1) for the asymptotic correlation between £ and s? 


p = K3/{kq(kg+2«3)}}. (31.3) 
If the non-normal population is symmetrical, x and p of (31.3) are zero, and 
hence £ and s* are asymptotically independent, so that the normal theory will hold 
for n large enough. If x, # 0, (31.3) will be smaller when x, is large, but will remain 
non-zero. The situation is saved, however, by the fact that the exact “ Student” 
t-distribution itself approaches normality as n—> oo, as also, by the Central Limit 
theorem, does the distribution of 
t= (—n)/(s/m)} G14) 
since s? converges stochastically to o*. The two limiting distributions are the same. 
Thus, whatever the parent distribution, the statistic (31.4) tends to normality, and 
hence to the limiting normal theory. If the parent is symmetrical we may expect the 
statistic to approach its normal theory distribution (“‘Student’s”” t)morerapidly. Thisis, 
in fact, what the detailed investigations have confirmed : for small samples the normal 
theory is less robust in the face of parent skewness than for departure from mesokurtosis. 


31.4 Similarly for the two-sample “ Student’s ” t-statistic. If the two samples 
come from the same non-normal population and we use the normal test statistic 
= {(%,-%.)—(u.— (m:—1) si+(ma—1)83] (1, 1\\t 5 
t= (6-8) mg} /{[ Dare DALE) 1s) 
we find that the covariance between (#,—#,) and the term in square brackets in the 
denominator, say s’, is given by 
m—-1 1 n.-1 1 Ks ( 1 


COV = K34—- ee nd 
ny+n,—2n, nytn,—2 a, n,+n,—2\n, n 
while the variances corresponding to this arc 
a a 11 
var (%,—¥2) = Ke (ta) 
var (5*) ~ (14+ 2x3)/(m1 +12). 
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The correlation is therefore enna 
(n,n,)t ait 
“ma ny tN, a(r, x eee 
Again, if x, = 0, the asymptotic normality carries asymptotic independence with it. 
We also see that p is zero if mn, = my. In any case, as m, and mq become large, the 
Central Limit theorem brings (31.5) to asymptotic normality and hence to agreement 
with the “ Student’s ” ¢-distribution. 

Once again, these are precisely the results found by Bartlett (1935) and Gayen 
(1949-1951): if sample sizes are equal, even skewness in the parent is of little effect 
in disturbing normal theory. If the parent is symmetrical, the test will be robust 
even for differing sample sizes. 


31.5 Studies have also been made of the effects of more complicated departures 
from normality in “‘ Student’s” t-tests. Hyrenius (1950) considered sampling from a 
compound normal distribution, and other Swedish writers, the most recent of whom 
is Zackrisson (1959) who gives references to earlier work, have considered various forms 
of populations composed of normal sub-populations. Robbins (1948) obtains the distri- 
bution of t when the observations come from normal populations differing only in means. 
For the two-sample test, Geary (1947) and Gayen (1949-1951) permit the samples to 
emanate from different populations. 


31.6 When we turn to tests on variances, the picture is very different. The 
crucial point for normal theory in all tests on variances is that the ratio z = z (x,—%)*/o* 
1 


is distributed like y* with (n—1) degrees of freedom. If we consider the sampling 
cumulants of ky = x,z/(n—1), we see from (12.35) that 


varz = (" *\*. (28) = 2(n—1) 42" 
mye (2+), (31.7) 


es “ P 


while from (12.36) 
ma(2) = (**)' ee 


(2 Geceeettet eet) 


~ (n-1) “+ a 8}, 


and similarly for higher moments po (1237-39). These expressions make it obvious 
that the distribution of z depends on all the (standardized) cumulant ratios «j/x%, 
«,/x2, etc., and that the terms involving these ratios are of the same order in as the 
normal theory constant terms. If, and only if, all higher cumulants are zero, so that 
the parent distribution is normal, these additional terms will disappear. Otherwise, 
(31.7) shows that even though z is asymptotically normally distributed, the large- 
sample distribution of z will not approach the normal theory z* distribution. The 
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Central Limit theorem does not rescue us here because z tends to a different normal 
distribution from the one we want. 


31.7 Because x, appears in (31.7) but x, does not, we should expect deviations 
from mesokurtosis to exercise the greater effect on the distribution, and this is pre- 
cisely the result found after detailed calculations by Gayen (1949-1951) for the 7* 
and variance-ratio tests for variances. Box (1953) found that the discrepancies from 
asymptotic normal theory became larger as more variances were compared, and his 
argument is simple enough to reproduce here. 

Suppose that k samples of sizes nm; (i = 1,2,...,) are drawn from populations 
each of which has the same variance x, and the same kurtosis coefficient 

Yo = 4/13 
From (31.7), we then have asymptotically for any one sample 

var (sj) = 2«3(1+4y2)/ni, (31.8) 
where s? is the unbiassed estimator of x, Now by the Central Limit theorem, 5? is 
asymptotically normal with mean x, and variance (31.8), and is therefore distributed 
as if it came from a normal population and were based on 

N, = 2,/(1+ }y2) 

observations instead of n;. Thus the effect on the modified LR criterion for com- 
paring & normal variances, given at (24.44), is that —2 log /*/(1+ }y,) and not —2log/* 
itself is distributed asymptotically as 7? with k— 1 degrees of freedom. 

The effects of this correction on the normal theory distribution can be quite extreme. 
We give in the table below some of Box’s (1953) computations : 


True probability of exceeding the asymptotic normal ‘theory 
critical value for « = 0-0. 


2 3 5 10 30 


=1 0-0056 _ 0-0025 0-0008 0-0001 0-081 
0 : 0-05 0-05 0-05 0-05 0-05 
1 0-110 0-136 0-176 0-257 0-498 
2 0-166 0-224 0-315 0-489 0-849 


As is obvious from the table, the discrepancy from the normal theory value of 
0-05 increases with | y,|, and with k for any fixed y, ~0. 


31.8 Although the result of 31.7 is asymptotic, Box (1953) shows that similar dis- 
crepancies occur for small samples. The lack of robustness in the variance test is so 
striking, indeed, that he was led to consider the criterion /* of (24.44) as a test statistic 
for kurtosis, and found its sensitivity to be of the same order as the generally-used 
tests mentioned in 30.63. 


31.9 Finally, we mention briefly that Gayen (1949-1951) has considered the robust- 
ness both of the sample correlation coefficient r, and of Fisher’s z-transformation of 7 
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to departures from bivariate normality. When the population correlation coefficient p = 0, 
and in particular when the variables are independent, the distribution of r is robust, 
even for sample size as Jow as 11; but for large values of p the departures from normal 
theory are appreciable. The z-transformation remains asymptotically normally distri- 
buted under parental non-normality, but the approach is less rapid. The mean and 
variance of z are, to order n-!, unaffected by skewness in the parental marginal distribu- 
tions, but the effect of departures from mesokurtosis may be considerable ; the variance 
of z, in particular, is sensitive to the parental form, even in large samples, although the 
mean of z slowly approaches its normal value as n increases. 


Transformations to normality 


31.10 The investigation of robustness has as its aim the recognition of the range 
of validity of the standard normal theory procedures. As we have seen, this range 
may be wide or extremely narrow, but it is often difficult in practice to decide whether 
the standard procedures are likely to be approximately valid or misleading. Two 
other approaches to the non-fulfilment of normality assumptions have been made, 
which we now discuss. 

The first possibility is to seek a transformation which will bring the observations 
close to the normal form, so that normal theory may be applied to the transformed 
observations. This may take the form discussed in 6.25-26, where we normalize by 
finding a polynomial transformation. Alternatively, we may be able to find a simple 
normalizing functional transformation like Fisher’s z-transformation of the correla- 
tion coefficient at (16.75). The difficulty in both cases is that we must have know- 
ledge of the underlying distribution before we know which transformation is best 
applied, information which is likely to be obtainable in theoretical contexts like the 
investigation of the sampling distribution of a statistic, but is harder to come by when 
the distribution of interest is arising in experimental work. 

Fortunately, transformations designed to stabilize a variance (i.e. to render it inde- 
pendent of some parameter of the population) often also serve to normalize the distri- 
bution to which they are applied—Fisher’s z-transformation of r is an example of this. 
Exercise 16.18 shows how a knowledge of the relation between mean and variance in 
the underlying distribution permits a simple variance-stabilizing transformation to be 
carried out. Such transformations are most commonly used in the Analysis of Variance, 
and we postpone detailed discussion of them until we treat that subject in Volume 3. 


Distribution-free procedures 


31.11 The second of the alternative approaches mentioned at the beginning of 
31.10 is a radical one. Instead of holding to the standard normal theory methods 
(either because they are robust and approximately valid in non-normal cases or by trans- 
forming the observations to make them approximately valid), we abandon them entirely 
for the moment and approach our problems afresh. Can we find statistical procedures 
which remain valid for a wide class of parent distributions, say for all continuous 
distributions ? If we can, they will necessarily be valid for normal distributions, and 
our robustness will be precise and assured. Such procedures are called distribution- 
free, as we have already seen in 30.35, because their validity does not depend on the 
form of the underlying distributions at all, provided that they are continuous. 
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The remainder of this chapter, and parts of the two immediately following chapters. 
will be devoted to distribution-free methods. First, we discuss the relationship of 
distribution-free methods to the parametric-non-parametric distinction which we made 
in 22.3. 


31.12 It is clear that if we are dealing with a parametric problem (e.g. testing a 
parametric hypothesis or estimating a parameter) the method we use may or may not 
be distribution-free. It is perhaps not at once so clear that even if the problem is 
non-parametric, the method also may or may not be distribution-free. For example, 
in Chapter 30 we discussed composite tests of fit, where the problem is non-parametric, 
and found that the test statistic is not even asymptotically distribution-free in general 
when the estimators are not the multinomial ML estimators. Again, if we use the 
sample moment-ratio b, = m,/mj as a test of normality, the problem is non-parametric 
but the distribution of 5, is heavily dependent on the form of the parent. 

However, most distribution-free procedures were devised for non-parametric prob- 
lems, such as testing whether two continuous distributions are identical, and there is 
therefore a fairly free interchangeability of meanings in the terms “ non-parametric” 
and “ distribution-free ” as used in the literature. We shall always use them in the 
quite distinct senses which we have defined: ‘“ non-parametric” is a description of 
the problem and “ distribution-free ” of the method used to solve the problem. 


Distribution-free methods for non-parametric problems 
31.13 The main classes of non-parametric problems which can be solved by 
distribution-free methods are as follows : 


(1) The two-sample problem 
The hypothesis to be tested is that two populations, from each of which 
we have a random sample of observations, are identical. 
(2) The k-sample problem 
This is the generalization of (1) to k > 2 populations. 
(3) Randomness 
A series of m observations on a single variable is ordered in some way 
(usually through time). The hypothesis to be tested is that each observation 
comes independently from the same distribution. 
(4) Independence in a bivariate population 
The hypothesis to be tested is that a bivariate distribution factorizes into 
two independent marginal distributions. 


These are all hypothesis-testing problems, and it is indeed the case that most distri- 
bution-free methods are concerned with testing rather than estimation. However, we 
can find distribution-free 


(1a) Confidence intervals for a difference in location between two otherwise identical 
continuous distributions, 
(5) Confidence intervals and tests for quantiles, 
and (6) Tolerance intervals for a continuous distribution. 
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In Chapter 30, we have already discussed 


(7) Distribution-free tests of fit 
and (8) Confidence intervals for a continuous distribution function. 


The categories listed above contain the bulk of the work done on distribution-free 
methods so far, although they are not exhaustive, as we shall see. 
A very full bibliography of the subject is given by Savage (1953). 


31.14. The reader will probably have noticed that problems (1) to (3) in 31.13 
are all of the same kind, being concerned with testing the identity of a number of 
univariate continuous distributions, and he may have wondered why problem (4) has 
been grouped with them. The reason is that problem (4) can be modified to give 
problems (1) to (3). We shall indicate the relationship here briefly, and leave the 
details until we come to particular tests later. 

Suppose that in problem (3) we numerically label the ordering of the variable x and 
regard this labelling as the observations on a variable y. Problem (3) is then reduced 
to testing the independence of x and the label variable y, i.e. to a special case of prob- 
lem (4). Again in problem (4), suppose that the range of the second variable, say z, 
is dichotomized, and that we score y = 1 or 2 according to which part of the dichotomy 
an observed 2 falls into. If we now test the independence of x and y, we have reduced 
problem (4) to problem (1), for if x is independent of the y-classification, the distribu- 
tions of x for y = 1 and for y = 2 must be identical. Similarly, we reduce problem 
(4) to problem (2) by polytomizing the range of z into k > 2 classes, scoring y = 1,2, 
...,k, and testing the independence of x and y. 


The construction of distribution-free tests 

31.15 How can distribution-free tests be constructed for non-parametric prob- 
lems? We have already encountered two methods in our discussion of tests of fit in 
Chapter 30: one was to use the probability integral transformation which for simple 
hypotheses yields a distribution-free test ; the second was to reduce the problem to 
a multinomial distribution problem, as for the X? test—we shall see in the next chapter 
that this latter device in its simplest form serves to produce a test (the so-called Sign 
Test) for problem (5) of 31.13. But important classes of distribution-free tests for 
problems (1) to (4) rest on a different foundation, which we now examine. 

If we know nothing of the form of the parent distributions, save perhaps that they 
are continuous, we obviously cannot find similar regions in the sample space by the 
methods used for parametric problems in Chapter 23. However, progress can be 
made. First, we make the necessary slight adjustments in our definitions of sufficiency 
and completeness. 

In the absence of a parametric formulation, we must make these definitions refer 
directly to the parent d.f.; whereas previously we called a statistic ¢ sufficient for the 
parameter @ if the factorization (17.68) were possible, we now define a family C of 
distributions and let @ be simply a variable indexing the membership of that family. 
With this understanding, t is called sufficient for the family C if the factorization (17.68) 


holds for all 8. Similarly, the definitions of completeness and bounded completeness 
HH 
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of a family of distributions in 23.9 hold good for non-parametric situations if 6 is taken 
as an indexing variable for members of the family. 


31.16 Now we have seen in Examples 23.5 and 23.6 that the set of order-statistics 
t = (xq Xe» Mm) i8 a sufficient statistic in some parametric problems, though 
not necessarily a minimal sufficient statistic. It is intuitively obvious that t will always 
be a sufficient statistic when all the observations come from the same parent distribu- 
tion, for then no information is lost by ordering the observations. (It is also obvious 
that it will be minimal sufficient if nothing at all is known about the form of the parent 
distribution.) Now if the parent is continuous, we have observed in 23.5 that similar 
regions can always be constructed by permutation of the co-ordinates of the sample 
space, for tests of size which is a multiple of (#!)-1. Such permutation leaves the set 
of order-statistics constant. If nothing whatever is known of the form of the parent, 
it is clear that we cannot get similar regions in any other way. Thus the result of 
23.19 implies that the set of order-statistics is boundedly complete for the family of 
all continuous d.f.s.(*) 

We therefore see that if we wish to construct similar tests for hypotheses like those 
of problems (1)-(4) of 31.13, we must use permutation tests which rest essentially on 
the fact, proved in 11.4 and obvious by symmetry, that any ordering of a sample from 
a continuous d.f. has the same probability (n!)-". There still remains the question of 
which permutation test to use for a particular hypothesis. 


The efficiency of distribution-free tests 

31.17 The search for distribution-free procedures is motivated by the desire to 
broaden the range of validity of our inferences. We cannot expect to make great 
gains in generality without some loss of efficiency in particular circumstances ; that is 
to say, we cannot expect a distribution-free test, chosen in ignorance of the form of 
the parent distribution, to be as efficient as the test we would have used had we known 
that parental form. But to use this as an argument against distribution-free procedures 
is manifestly mistaken: it is precisely the absence of information as to parental form 
which leads us to choose a distribution-free method. The only “ fair ’’ standard of 
efficiency for a distribution-free test is that provided by other distribution-free tests. 
We should naturally choose the most efficient such test available. 

But in what sense are we to judge efficiency ? Even in the parametric case, UMP 
tests are rare, and we cannot hope to find distribution-free tests which are most power- 
ful against all possible alternatives. We are thus led to examine the power of distri- 
bution-free tests against parametric alternatives to the non-parametric hypothesis 
tested. Despite its paradoxical sound, there is nothing contradictory about this, and 
the procedure has one great practical virtue. If we examine power against the alter- 
natives considered in normal distribution theory, we obtain a measure of how much we 
can lose by using a distribution-free test if the assumptions of normal theory really 
are valid (though, of course, we would not know this in practice). If this loss is small, 
we are encouraged to sacrifice the little extra efficiency of the standard normal theory 


(*) That it is actually complete is proved directly, e.g. by Lehmann (1959) ; the result is due 
to Scheffé (1943b). 


ROBUST AND DISTRIBUTION-FREE PROCEDURES 473 


methods for the extended range of validity attached to the use of the distribution-free 
test. 

We may take this comparison of normal theory tests with distribution-free tests a 
stage further. In certain cases, it is possible to examine the relative efficiency of the 
two methods for a wide range of underlying parent distributions ; and it should be 
particularly noted that we have no reason to expect the normal theory method to main- 
tain its efficiency advantages over the distribution-free method when the parent dis- 
tribution is not truly normal. In fact, we might hazard a guess that distribution-free 
methods should suffer less from the falsity of the normality assumption than do the 
normal theory methods which depend upon that assumption. Such few investiga- 
tions as have been carried out seem on the whole to support this guess. 


Tests of independence 


31.18 We begin our detailed discussion of distribution-free tests for non-parametric 
hypotheses, which will illustrate the general points made in 31.15-17, with problem (4) 
of 31.13—the problem of independence. 

Suppose that we have a sample of n pairs (x,y) from a continuous bivariate dis- 
tribution function F (x,y) with continuous marginal distribution functions G(x), H(y). 
We wish to test 

Hy: F(x,y) = G(x)H(y), all x,y. (31.9) 
Under Ho, every one of the n! possible orderings of the x-values is equiprobable, and so 
is every one of n! y-orderings, and we therefore have (!)* equiprobable points in 
the sample space. Since, however, we are interested only in the relationship between 
x and y, we are concerned only with different pairings of the nx’s with the my’s, and 
there are n! distinct sets of pairings (obtained, e.g. by keeping the y’s fixed and per- 
muting the x’s) with equal probabilities (n!)-1. From 31.16, all similar size-« tests 
of Ho contain an! = N of these pairings (N assumed a positive integer). 

Each of the n! sets of pairings contains values of (x,y) (some, of course, may 
coincide). The question is now: what function of the values (x,y) shall we take as 
our test statistic? Consider the alternative hypothesis H, that x and y are bivariate 
normally distributed with non-zero correlation parameter p. We may then write the 
Likelihood Function, by (16.47) and (16.50), as 


se —ptH}texp {—- 2 | (FoHe)’ 2, (F= Me) (Fa 

L(e| Hy) = (2x0.0,(1~eh8}-*exp {~p7"s, [ (74) -20 (24) (ES) 
jJ-t\* ‘S2_ 2prszsy Ss 
cons) 
Now changes in the pairings of the x’s and y’s leave the observed means and vari- 
ances #, J, s2, 3, unchanged. The sample correlation coefficient r, however, is affected 
by the pairings through the term z *,y; in its numerator. Evidently, (31.10) will be 
i=1 


largest for any p > 0 when r is as large as possible, and for any p < 0 when r is as small 
as possible. By the Neyman-Pearson lemma of 22.10, we shall obtain the most power- 
ful permutation test by choosing as our critical regions those sets of pairings which 
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maximize (31.10), for when H, holds, all pairings are equiprobable. Thus considera 
tion of normal alternatives leads to the following test, first proposed on intuitive grounds 
by Pitman (1937-1938) : reject Hy against alternatives of positive correlation if r is large, 
against alternatives of negative correlation if r is small, and against general alternatives 
of non-independence if |r| is large. The critical value in each case is to be deter- 
mined from the distribution of r over the n! distinct sets of pairings equiprobable 
on Hy. 

Although Pitman’s correlation test gives the most powerful permutation test of 
independence against normal alternatives, it is, of course, a valid test (i.e. it is a strictly 
size-a test) against any alternatives, and one may suppose that it will be reasonably 
powerful for a wide range of alternatives approximating normality. 


The permutation distribution of r 
31.19 Since 


r= (Gi #.91-89) / 0% (31.11) 
=1 
only 2x;,y; is a random variable under permutation, We can obtain its exact dis- 
‘ 


tribution, and hence that of r, by enumeration of the n! possibilities, but this becomes 
too tedious in practice when n is at all large. Instead, we approximate the exact 
distribution by fitting a distribution to its moments. We keep the ¥’s fixed and per- 
mute the x’s, and find 
E(Zx;y:) = Ly E(x) = Lyk = nzy, 

whence, from (31.11), 

E(r) = 0. (31.12) 

For convenience, we now measure from the means (%,y). We have 
var (24,y4) = a svare,+EZy, Ys COV (4, X}) 


. 1 
= BoE rages 


1 
n(n—! 


ngd+ (By) 298) 
nsiss-+nsys?/(n—1) 
= ns s?/(n— 1). 
Thus (31.11) gives 
varr = (n*s2s2)-!var(Zxy) = 1/(n—1). (31.13) 
The first two moments of r, given by (31.12) and (31.13), are quite independent 
of the actual values of (x,y) observed. By similar expectational methods, it will be 


found that , 
ron hy(B) ce) 


rahi aS ON) 


(x0! Est} 


(31.14) 
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where the &’s are the &-statistics of the observed x’s and the k”s the k-statistics of the 
y’s. Neglecting the differences between k-statistics and sample cumulants, we may 
rewrite (31.14) as 


(n-2) 
E(") = n= Raye 


Er’) = Aft + Oe Oe ) eats} 


where g), Z, are the measures a skewness and kurtosis of the x’s, and gi, g, those of 
the y’s. If these are fixed, (31.14) may be written 


E(P) = O(n), 
E(r) = pee, 


(31.15) 


(31.16) 


Thus, as 1 —> co, we have approximately 


E(r’) = 0, 
_ 3 (31.17) 
E(*) = 5; 

The moments (31.12), (31.13) and (31.17) are precisely those of (16.62), the sym- 
metrical exact distribution of r in samples from a bivariate normal distribution with 
p = 0, as may easily be verified by integration of r? and r‘ in (16.62). Thus, to a 
close approximation, the permutation distribution of r is also 


1 2)i(n— 
aF = BG (n—2),430 77" “dr, -1<r<l, (31.18) 


and we may therefore use (31.18), or equivalently the fact that t = {(n—2)r?/(1—r*)}§ 
has a “ Student’s ” distribution with (m—2) degrees of freedom, to carry out our tests 
on r. (31.18) is in fact very accurate even for small , as we might guess from the 
exact agreement of its first two moments with those of the permutation distribution. 
The convergence of the permutation and normal-theory distributions to a common 

limiting normal distribution has been rigorously proved by Hoeffding (1952). 

31.20 It may at first seem surprising that the distribution-free permutation distri- 
bution of 7, which is used in testing the non-parametric hypothesis (31.9), should 
agree so closely with the exact distribution (16.62) which was derived on the hypothesis 
of the independence and normality of x and y. But the reader should observe that 
the adequacy of the approximation to the third and fourth moments of the permuta- 
tion distribution of r depends on the values of the g’s in (31.15): these will tend to be 
small if F (x,y) is near-normal. In fact, we are now observing from the other end, 
so to speak, the phenomenon mentioned in 31.9, namely the robustness of the distribu- 
tion of 7 when p = 0. 

But if the virtual coincidence of the permutation distribution with the normal- 
theory distribution is not altogether surprising, it is certainly very convenient and 
satisfying, since we may continue to use the normal-theory tables (here of ‘‘ Student’s ” t) 
for the distribution-free test of the non-parametric hypothesis of independence. 
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Rank tests of independence 


31.21 A minor disadvantage of r as a test of independence, briefly mentioned 
below (31.11), is that its exact distribution for small values of n (say n = 5 to 10) is 
very tedious to enumerate. The reason for this is simply that the exact distribution 
of r depends on the actual values of (x,y) observed, and these are, of course, random 
variables. Despite the excellence of the approximation to the distribution of r by 
(31.18), it is interesting to inquire how this difficulty can be removed—it is also useful 
in other contexts, for the approximation to a permutation distribution is not always 
quite so good. 

The most obvious means of removing the dependence of the permutation distri- 
bution upon the randomly varying observations is to replace the values of (x,) by 
new values (X, Y) (with correlation coefficient R) so determined that the permutation 
distribution of R is the same for every sample (although of course R itself will vary 
from sample to sample). We thus seek a set of conventional numbers (X, Y) to replace 
the observed (x,y). How should these be chosen? (X, Y) must not depend upon 
the actual values of (x,y), but evidently must reflect the order relationships between 
the observed values of x and y, since we are interested in the interdependence of the 
variables. We are thus led to consider functions of the ranks of x and y. We define 
the rank of y,; as its position among the order statistics ; i.e. 

rank {yy} = #. 

We are reinforced in our inclination to consider tests based on ranks (otherwise 
called “ rank order tests” or simply ‘‘ rank tests’) by the fact that the ranks are in- 
variant under any monotone transformations of the variables. Any such transforma- 
tion will also leave the hypothesis of independence (31.9) invariant, and the ranks are 
therefore natural quantities to use. We have still not settled which functions of the 
ranks are to be used as our numbers (X, Y); the simplest obvious procedure is to use 
the ranks themselves, i.e. to replace the observed values x by their ranks among the x's, 
and the observed y’s by their ranks. 


31.22 If we do this, we calculate the correlation coefficient R between n pairs 
(X, Y), where (X,,X2,...,X,) is a permutation of the first n natural numbers, and 
(Y1, Y2,..., Yn) is another such permutation. In obtaining the permutation dis- 
tribution of R, we may hold the Y’s fixed and permute the X’s as before, since there 
are only ! distinct and equiprobable sets of pairings of (X, Y). We may thus without 
loss of generality arrange the ” pairs of any sample so that the ranks Y are in the natural 
order 1,2,...,m. If the rank X corresponding to the value Y = i is denoted by Y,, 
we therefore have for the rank correlation coefficient 


R= [; Bix. 441} | / Get), (31.19) 


for the mean of the first 2 natural numbers is }(m+1) and their variance +}; (n?— 1). 
R is usually called Spearman’s rank correlation coefficient, after the eminent psycholo- 
gist who first introduced it over fifty years ago as a substitute for ordinary product- 
moment correlation ; it is usually given the symbol 7,, which we shall now use for it. 
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Since 
= #X,; = 4n(n+1)(2n4+1)- 43 (X,-i), (31.20) 
r, may alternatively eo defined by 
r,=1- ~ sD E, (X,-#)%, (31.21) 


which is usually more convenient for calculation. 


31.23 Since the formulae (31.12-14) for the exact moments of r hold for arbitrary 
x and y, they hold for r, defined by (31.21) in particular. Moreover, the natural 
numbers have all odd moments about the mean equal to zero by symmetry. This 
implies that the exact distribution of r, is symmetrical and hence its odd moments are 
zero. If we substitute also for ky, k, in (31.14), we obtain for the exact moments 


E(r,) = E(r3) = 0, 
var, = 1, 

n- (31.22) 
12 (n—2)(n—3) 

“25n(n—1)* 
However, as indicated by the Seem discussion in 31.21, the exact distribution 
of r, can actually be tabulated once for all. Kendall (1955) gives tables of the frequency 
function of &(X,—1)*, the random component of r, in (31.21), form = 4(1)10. (The 
i 

“tail” entries in Kendall’s tables are reproduced in the Biometrika Tables.) Beyond 
this point, the approximation by (31.18) is adequate for practical purposes, as is shown 
by the following table comparing exact and approximate critical values of 7, for test 
sizes « = 0:05, 0-01 and n = 10. 


Comparison of exact and approximate critical values 


re for n= 1 
Exact critical values Approximate critical values 
Two-sided test (from Kendall (1955)) from (31.18) 
a=0-05: 0-648 0-632 
a=0-01: 0-794 0-765 


31.24 We chose r, from among the possible rank tests of independence on grounds 
of simplicity ; clearly any reasonable measure of the correlation between x and y, based 
on their rank values, will give a test of independence. Daniels (1944) defined a class 
of correlation coefficients which includes the ordinary product-moment correlation 
as well as those based on ranks, and went on (Daniels, 1948) to show that these are all 
essentially coefficients of disarray, in the sense that if a pair of values of y are inter- 
changed to bring them into the same order as the corresponding values of x, the value 
of any coefficient of this class will increase. Let us consider the question of measuring 
disarray among the ranks of x and y. 

Suppose, as in 31.22, that the ranks of y (which are there called Y) are arrayed in 
the natural order 1, 2, ... , 2 and that the corresponding ranks of x are X,, Xq,..., Xny 
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a permutation of 1,2,...,”. A natural method of measuring the disarray of the 
x-ranks, i.e. the extent of their departure from the order 1, 2,..., 2, is to count the 
number of inversions of order among them. For example, in the x-ranking 3214 for 
n = 4, there are 3 inversions of order, namely 3-2, 3-1, 2-1. The number of such 
inversions, which we shall call Q, may range from 0 to 4n(n—1), these limits being 
reached respectively if the x-ranking is 1,2,..., and n,(n—1),...,1. We may 
therefore define a coefficient 


t=1 (31.23) 


n(n—1) 
which is symmetrically distributed on the range (—1, +1) over the n! equiprobable 
permutations, and therefore has expectation 0 when (31.9) holds. 

The coefficient (31.23) had been discussed by several early writers (Fechner, Lipps) 
around the year 1900 and subsequently by several other writers, notably Lindeberg, in 
the 1920’s (historical details are given by Kruskal (1958) ), but first became widely used 
after a series of papers by M. G. Kendall starting in 1938 and consolidated in a mono- 
graph (Kendall, 1955) to which reference should also be made on questions concerning 
the use of ¢ and 7, as measures of correlation. Here we are concerned only with their 
properties as distribution-free tests of (31.9). 

31.25 The distribution of t, or equivalently of the number of inversions Q, over 
the n! equiprobable x-rankings is easily established by the use of frequency-generating 
functions. Let the frequency function of Q in samples of size n be f(Q,)/n!. We 
may generate the n! x-rankings for sample size from the (n — 1)! for sample size (n— 1) 
by inserting the new rank “ 2” in every possible position relative to the existing (2 — 1). 
(Thus, e.g., the 2! rankings for n = 2 

12 
21 
become the 3! rankings for n = 3 
312. 132 = =123 
321 231 = 213.) 
In any ranking, the addition to Q brought about by this process is exactly equal to 
the number of ranks to the right of the point at which “” is inserted. Any value 
of Q in the n-ranking is thus built up as the sum of ” terms, each of which had a differ- 
ent value of Q in the (n—1)-ranking. This gives the relationship 
F£(Q.n) = f(Q,n-1)+f(Q—-1,n-1) +f(Q-2,n-1)+... 
+f(Q—(n—-1),n-1). (31.24) 
Now, if f(Q,n) is the coefficient of 6° in a frequency-generating function G(6,n), 
(31.24) implies that 
G(6,n) = G(0,n—1)+6G(6,n—1)+0°G(6,n—-1)+...+6"-'G(6,n—-1) 
6"-1 - 
= G(0,n—-1). (31.25) 
Applying (31.25) repeatedly, we find 


G(6,n) = (=) (5 *) mae (Gar) G(6,2), (31.26) 
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and since we see directly that 


G(6,2) = 1.6°+1.6! = —_ 
(31.26) may be written 
G@,n) = iS =). (31.27) 


We obtain the characteristic function of Q by inserting the factor (#!)-! and re- 
placing 9 by exp(#@) in (31.27), so that 


$(0) = {n!(e#-1)"}4 ii (e*—1). (31.28) 
The cg.f. of Q is therefore 
(6) = z log (e* — 1) —n log (e®— 1)—log (n!). (31.29) 


If we substitute 
ei —1 = e/22 sinh (}i 6s) 
everywhere in (31.29), we reduce it to 


(0) = 10 (3-2) +3 log sinh (3468) — n log (46) — log (n!) 


= 4n(n-1)i0+ ¥ tog Oe”)- whos ar”). (31.30) 


410s 0 
and, using (3.61), (31.30) becomes 
By (#8)” 
= 31.31 
where the By, are the (non-zero) eae Bernoulli ‘amhes defined in 3.25. 
Picking out the coefficients of (#6)*/(2j)! in (31.31) we have, for the cumulants 
of Q, 


y(0) = jn(n- aaa = 


kK, = $n(n-1), kaj: = 0, j21, 
} (31.32) 


nu = HE -n), 


From (31.23), this gives for the cumulants of the rank correlation statistic ¢ itself 


K35., = 0, j20, 
aj " 31.33 
pois 2 ‘By (ben). (31.33) 
* j{a(n-1)F\a 

Thus, ¢ is symmetrically distributed about zero and 

2B, 
{n(n—1)¥*° 
_ 2(2a+5) 
~ On(n—1) 


vart = {4n(n+1)(2n+1)-2} 


(31.34) 
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31.26 Further, (31.33) shows that «4, is of order 2-4 Es% inn. Since the sum- 
a=1 


mation is of order n%J+1, this means that 
Ky = O(n'-*) 
and hence the standardized cumulants 
wey = O(n). 
Thus 
i5 35 
slim ay 7 =9 hla “ aI 


and hence the distribution of t tends to normality with mean zero and variance given 
by (31.34). The tendency to normality is extremely rapid. Kendall (1955) gives 
the exact distribution function (generated from (31.24)) for 2 = 4(1)10. Beyond this 
point, the asymptotic normal distribution may be used with little loss of accuracy. 


31.27 In 31.24 we arrived at the coefficient t by way of the realization that the 
number of inversions Q is a natural measure of the disarray of the x-ranking. If one 
thinks a little further about this, it seems reasonable to weight inversions unequally ; 
e.g. in the x-ranking 24351, one feels that the inversion 5-1 ought to carry more weight, 
because it is a more extreme departure from the natural order 1,2,...,, than the 
inversion 4-3. A simple weighting which suggests itself is the distance apart of the 
ranks inverted; in the immediately preceding instance, this would give weights of 
4 and 1 respectively to the two inversions. Thus, if we define 

_ f+ if X,> X;, 2 
hy = 0. ccherwies, (31.36) 
we now seek to use the weighted sum of inversions 
V = 2Eh,;(j—-i) (31.37) 
i<j 


instead of our previous sum of inversions 
QO = ZIh,;. (31.38) 
inj 


However, use of (31.37) leads us straight back to r,. We leave it to the reader to 
prove in Exercise 31.5 that 


Ve= 42 (X,-i)*, (31.39) 
=1 
so that, from (31.21), 
12V 
rela iy (31.40) 


which is a definition of r, analogous to (31.23) for t. 


31.28 Despite the apparently very different methods they use of weighting inver- 
sions, it is a remarkable fact that Q and V of (31.37-38), and hence the statistics 1 
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and r, also, are very highly correlated when the hypothesis of independence (31.9) 
holds—the reader is left to obtain the actual value of their correlation coefficient in 
Exercise 31.6. It declines from 1 at 2 = 2 (when ¢ and r, are equivalent) to its mini- 
mum value of 0-98 at 2 = 5, and then increases towards 1 asn—>co. Thus the tests 
are asymptotically equivalent when H, holds, and this, together with the result of 
25.13, implies that, from the standpoint of asymptotic relative efficiency, both tests 
possess the same properties. Daniels (1944) showed that the limiting joint distribu- 
tion of ¢ and 7, when H, holds is bivariate normal. 


31.29 In samples from a bivariate normal population, the high correlation between 
t and r, persists even when the parent correlation coefficient p #0; S. T. David et al. 
(1951) show that as n —> ©, t and r, have a correlation which tends to a value >0-984 if | p | 
< 0-8, and to 0-937 when p = 0°9. 

Hoeffding (1948a) showed that t and r, are quite generally asymptotically distributed 
in the bivariate normal form, but that their correlation coefficient depends strongly on 
the parent bivariate distribution and may indeed be zero. 


The efficiencies of tests of independence 


31.30 We now examine the asymptotic relative efficiencies (ARE) of the three 
tests of independence so far considered, relative to the ordinary sample correlation 
coefficient r, when the alternative hypothesis is that of bivariate normality as at (31.10). 
By the methods of 23.27-36, we see that r gives a UMPU test of p = 0 against one- 
sided and two-sided alternatives—the reader is asked to verify this in Exercise 31.21. 
Since by 31.19 the permutation test based on r is asymptotically equivalent to the 
normal-theory r-test for independence, we see that its ARE will be 1 compared to 
that test. 


31.31 We now derive the ARE of the test based on ¢ defined at (31.23), From 
the definition at (31.36) we see that 


hy = 4{1—sgn(x,—x,) sgn(ys—ys)}, 
and since there are $n(n—1) terms in Q = 2Zh,;, we have for their mean 
9 le aift= = = 
£1 oi} = Elia) = 10 -Elsen(ei—s)oen(9.-9)1}, B11) 
which from (31.23) gives 
BQ) = 1-26 {,, 2} = Elsen .—s)9en(9-y,)} 


Now if the parent distribution F of x and y is bivariate normal with correlation para- 
meter p, so is that of w = (x,;—x;) and z = (y,—y,). Thus 


E(®) = Elsen(e—x)sen(y.-y)] = [~_[”_ sgnmognsdF 
which on applying (4.8) becomes 


_[? fl? sint,o © sint,z 
of tel. ls a} ar, 
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which may be rewritten 
_1pe pe pe pe Betas dt, dt, f 
= al J. alt _exp(itymitys) dF} Oo (31.42) 
The inner double integral in (31.42) is the c.f. of F, which is 
(ty ts) = exp{—4(G4+4+2ptyty)}. 
If we insert this and differentiate the remaining double integral with respect to p, we 
find 
2 Et = a {° (tats) dt, dt (31.43) 
ap )_.J_« 1g) Gt, Aly, ‘ 
But the double integral on the right of (31.43) is simply evaluated as 


[7 exp(-140-o9) [ J? exPt— e+e) a] dt, = 2n/(1—p%), 
Thus (31.43) becomes 


a 2 
ap ~ sh pry" 
so that 
] 2 
E(t mes 31.44) 
F Om % ( 
Also, from (31.34), 
var(t| Ha)~ 2, (31.45) 
while for the ordinary correlation coefficient r, from (26.31), 
a 
5 E —>1 31.46 
E o], 0 ( ) 
and from 31.19 
1 ~ 
varr~ =. (31.47) 


Using (25.27) with m = 1, 6 = }, the results (31.4447) give, for the ARE of t com- 
pared to r, 
Aue = 9/n%, (31.48) 


By the remark of 31.28, (31.48) will hold also for the ARE of r, compared to 7, a result 
due originally to Hotelling and Pabst (1936). 


31.32 Apart from the results of 31.30-31 against bivariate normal alternatives, little 
work has been done on the efficiencies of tests of independence, largely due to the difficulty 
of specifying non-normal alternatives to independence. A notable exception is the 
paper by Konijn (1956), which considers a class of alternatives to independence generated 
by linear transformations of two independent variables. He finds, as above, that ¢ and r- 
are often asymptotically equivalent tests, each having ARE close to that of the test based 
on the sample correlation coefficient r, equal to it or even (in case of an underlying double- 
exponential distribution) exceeding it. 
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31.33 A defect of all the tests we have considered is that they will not be consistent 
tests against any departure from the hypothesis of independence (31.9). To see this 
we need only remark that each is essentially based on a correlation coefficient of some 
kind, whose distribution will be free of location and scale parameters but will depend 
on the population correlation coefficient p. For departures from independence implying 
p #0, these tests will be consistent. But it is perfectly possible in non-normal cases to 
have non-independence accompanied by p = 0 (cf. 26.6), and we cannot expect our tests 
to be consistent against such alternatives. With this in mind, Hoeffding (1948b) pro- 
posed another distribution-free test of (31.9) which is consistent against any continuous 
alternative bivariate distribution with continuous marginal distributions. Hoeffding 
tabulates the distribution of his statistic for n = 5, 6, 7 and obtains its limiting c.f. and its 
cumulants, though not the limiting d.f. He also proves that against this class of alterna- 
tives no rank test of independence exists which is unbiassed for every test size « = M/n! 
However, if randomization is permitted in the test function, Lehmann (1951) shows that 
generally unbiassed rank tests of independence do exist. 


Tests of randomness against trend alternatives 
31.34 As we remarked in 31.14, problem (3) of 31.13 which is to test 

Ay: F(x) = F,(x) =... = F,(x), all x, (31.49) 
where we have an observation from each of n continuous distributions ordered accord- 
ing to the value of some variable y, is equivalent to testing the independence of the x's 
and the y’s. Thus any of our tests of independence may be used as a test of random- 
ness. However, since the y-variable is not usually a random variable but merely 
a labelling of the distributions (through time or otherwise), any monotone transforma- 
tion of y would do as well as y itself. It is therefore natural to confine our attention 
to rank tests of randomness, since the ranks are invariant under monotone trans- 
formation, which leaves the hypothesis (31.49) unchanged. 

Mann (1945) seems to have been the first to recognize that a rank correlation 
statistic could be used to test randomness as well as independence and proposed the 
use of ¢ (although of course r, could be used just as well) against the class of alternatives 

Hy: Fy(x) < Fy(x) < ... < Fy(x), all x, (31.50) 
where the observations x; remain independent. 

Since (31.50) states that the probability of an observation falling below any fixed 
value increases monotonically as we pass along the sequence of n observations, it may 
be described as a downward trend alternative. The critical region for a size-« test 
therefore consists of the 100« per cent largest values of Q, the number of inversions 
defined at (31.38). 


31.35 (31.50) implies that for i <j 


Pihy = 1} = P{X,;> Xj} =4+ey 0< ey; <b. (31.51) 
We thus have, from (31.38), 
E(Q|H) = ine 1) +2dey = fn(n-1)+5S,, (31.52) 
i< 


where S, is the sum of the 4n(n—1) values ¢,;. 
Now consider the variance of Q, 


var(Q|H,) = var{Z hy} = E var(hy)+ EZ E cov(hinhy). (31.53) 
i<j i<j icjk<l 
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The covariance terms in (31.53) are of two kinds. Those involving four distinct 
suffixes are all zero, since the variables are then independent, and there are 4 such 


terms. The remaining terms are non-zero and involve three distinct suffixes only, 
(i,j) and (k, J), having one suffix in common. The number of such terms is of order 


(3). the number of ways of selecting three suffixes from n. Since there are only (2) 


terms in the first summation of (31.53), we may therefore write 
var(Q|H,) = O(n). (31.54) 

31.26 shows that Q is asymptotically normally distributed when H, holds, and thus 
the critical region of the test consists asymptotically of the values of Q exceeding the 
value 

Qo = In(n—1) +4, f4ym(n— 1) (2n+5)}* (31.55) 
where the term in braces in (31.55) is the variance of Q (obtained from (31.34) and 
(31.28)) and d, is the appropriate standardized normal deviate. 


31.36 From (31.52) and (31.55), we see that 
P{Q > Qol Hi} ~ P{Q-E(Q|H,) > dafyan(n—1)(2n+5)}'*—S,| Hi}. (31.56) 
Using (31.54), we may write (31.56) asymptotically as 
P{Q > Qol Hi} ~ P{Q—E(Q|H,) > [var(Q| Hy} [4—cn-**S,]}, (31.57) 
where c is some constant. We now impose the condition that 
n7/S,—> 0 (31.58) 
as n—>oo. Then 
A= d,—cn72S,—> © (31.59) 
and 4 will be negative when n is large enough. By Tchebycheff’s inequality (3.94), 
we have a fortiori for negative 2 and any random variable x, 
P{x—E(z) > A(varz)} > 1-1. (31.60) 
Thus, when (31.58) holds, (31.57), (31.59) and (31.60) give 
lim P{Q > Q,|H,} = 1. 
1 >o 


Thus the test of randomness is consistent provided that (31.58) holds. This is a 
rather mild requirement, for there are 4n(n—1) terms in S,. Thus if there is a fixed 
non-zero lower bound to the ¢,;, (31.58) certainly holds. Commonly, one wishes to 
consider alternatives for which «,, is a function of the distance |i—j| only; if it is 
an increasing function of this distance, (31.58) certainly holds. 

As well as deriving a more general version of this result, in which the e,, need not 
all have the same sign, Mann (1945) derived a condition for the unbiassedness of the 
test, which is essentially that given as Exercise 31.8. 


31.37 We now consider a particular trend alternative to randomness, where the 
mean of the variable x; is a linear function of 7, and its distribution is normal about 
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that mean with constant variance. This is the ordinary linear regression model with 
normal errors. We have 
% = Bot B,i+d, (31.61) 
where the errors 6; are independently normally distributed, and variance o* for all i. 
The test of randomness is equivalent to testing 
Hy: B, =0 (31.62) 
in (31.61). We proceed to find the asymptotic relative efficiency (ARE) of the test 
based on ¢ (or, equivalently, on Q) compared with the standard test, based on the 
sample regression coefficient 
_ 2(%-2)G-8) _ Bxi—n(nt1)2 
SG-7 tea) (31.63) 
which is the LR test for (31.62) and (since there is only one constraint imposed by H4) 
is UMP for one-sided alternatives, say B, < 0, and UMPU for two-sided alternatives 
B, # 0 (cf. 24.27). We put o* = 1 without loss of generality. We have, from Least 
Squares theory (cf. Examples 19.3, 19.6) 
E(b|H,) = By 


var (b| H,) = 


1 12 
=¢-7" n(n?—1y 
so that the ratio 


E(b| H,) 
op =o) _ 2(n*-1) | 
var (b[ Ho “~T2 ~t CL) 


31.38 To obtain the equivalent of (31.64) for the test based on #, we require the 
derivative of 
E(Q|H,) = E{ E hy} = EE (ha)- (31.65) 
Now (x,;—x,) is, from the model (31.61), normally distributed with mean 8, (/—j) and 
variance 2. Hence 
E(hy) = P{hy = 1} = P{x, > x,} 


= f° peel FIA} 


wi 7 (2x)-t exp (—}u*) du. 
—Bb- 9/2" 
Thus 
a i-j 1 (-j) 
[a2], | = aa = Ta = 


From (31.65) and (31.66) 
a 1 a 
[a Bom], = ~aa 20-9 


1 n(n*—1) _ —n(n*-1) 
gag (31.67) 
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Also, from (31.34) and (31.21) 


var (Q| Ho) = z'sn(n—1)(2n+5). (31.68) 
From (31.67) and (31.68) 
a 2 
[52149] of My 72 (31.69) 
var (O| As) 1442 “n(n—1)(2n+5) ~ 4° : 


Use of (31.64) and (31.69) in (25.27) with m = 1, 6 = 3, gives for the ARE of OQ com- 
pared to 6 
3\18 5 a 
Ags = Ars = () = 0-98, (31.70) 
Just as before (cf. 31.28), the same result holds for the alternative coefficient r, 
(or equivalently V); the direct evaluation of the ARE of V is left to the reader as 
Exercise 31.9. 


Optimum rank tests of independence and of randomness 

31.39 It is worth remarking that the two rank correlation coefficients ¢ and r, are 
even more efficient as tests of randomness against normal alternatives than as tests of 
bivariate independence against normal alternatives, the values of ARE given by (31.70) 

‘3 2 

and (31.48) being (2)" and G) respectively. But although both of these values 
are near 1, they are not equal to 1, and we are left with the question whether distribu- 
tion-free tests exist for these problems which have ARE of 1 compared with the best test. 

In order to answer this question, let us return to our discussion of 31.21, where 
the choice of r, from among all possible rank tests was made on grounds of simplicity. 
In effect, we decided to replace the observed variate-values x by their ranks. Now 
since the permutation test based on the variate-values themselves has ARE 1 against 
normal alternatives (cf. 31.30), we should expect to retain optimum efficiency if we 
replace the variate-values by functions of their ranks which, asymptotically, are per- 
fectly correlated with the variate-values. Suppose, then, that after ranking the x obser- 
vations, we replace them by the expected values of the order statistics in a sample of 
size n from a standardized normal distribution. These are a perfectly definite set of 
conventional numbers; the point in using them is that as n—> o, the correlation 
of these numbers with the variate-values will tend to 1, and we shall obtain optimum 
rank tests against normal alternatives. The test statistic is therefore 


1S £E(X_n)—4(n4+1).4 E E(Xpn) 
Nin Nin - 
[et 9-5 £ {EX n)-1 5 Ex, ae 
12 Ninn On ah 
where X;, as before is the rank corresponding to the ith largest value of y and E(s,n) 


is the expected value of x,) in a sample of size from a standardized normal distribu- 
tion. Neglecting constants, (31.71) is equivalent to testing with the statistic 


c= EiE(X,an) (31.72) 
im] 


(31.71) 


ROBUST AND DISTRIBUTION-FREE PROCEDURES 487 


which therefore has ARE of 1 in testing independence or randomness against normal 
alternatives. 


The use of the expected values of the normal order statistics as conventional numbers 
was first suggested by R. A. Fisher and F. Yates in the Introduction to their Statistical 
Tables, first published in 1938. The locally optimum properties of the test statistic 
(31.72) were demonstrated by Hoeffding (1950) and Terry (1952). A direct proof of 
the asymptotically perfect correlation between the expected values of the order statistics 
and the variate-values they replace is obtained from Hoeffding’s (1953) theorem to the 
effect that for any parent d.f. F(x) with finite mean, and any real continuous function 
g(x) bounded in absolute value by an integrable convex function, 


lim 2 5 g {E(m,n)} = ie g(x) dF. (31.73) 
an >on m=1 ar 


Successive substitution of g(x) = cosxt, g(x) = sinxt in (31.73) shows that the limiting 
c.f. of the E(m,n) is the c.f. of the distribution F(x), which is E{cosxt+isin xt}. 


31.40 As well as seeking optimum rank tests against normal alternatives, as in 
31.39, we may also ask whether there are any alternatives for which any particular 
rank test is optimum among rank tests. We do not pursue this subject here, because 
the inquiry would be artificial from our present viewpoint (cf. 31.17), which essentially 
regards distribution-free procedures as perfectly robust substitutes for the standard 
normal-theory procedures. Our interest is therefore confined to comparisons of 
efficiency between distribution-free and standard normal-theory methods. An account 
of rank tests in general is given by Lehmann (1959) and by Fraser (1957). 


31.41 Before leaving tests of randomness, we should mention that a variety of 
such tests have been proposed in the literature, none of which is as efficient against 
normal alternatives as those we have discussed. However, some of them are con- 
siderably simpler to compute than 7, or t, and very little less efficient. They are 
discussed in Exercises 31.10-12. Other tests have their ARE evaluated by Stuart 
(1954b, 1956). 


Two-sample tests 
31.42 We now consider problem (1) of 31.13. Given independent random 
samples of sizes m,, m, respectively from continuous distribution functions F,(x), 
F,(x), we wish to test the hypothesis 
Hy: F,(x) = F(x), all x. (31.74) 
As we remarked in 31.14, this is equivalent to testing the independence of the variable x 
and a dummy variable dichotomized so that only two distinct values y arise. There 
are n,+n, = n observations on the pair (x,y). 
Let us for a moment consider the 2 values of x as being arranged over the » positions 
labelled 
1,2,3,...,m,3 myt1,a,+2,...,2. (31.75) 
Under Ho, each of the n! possible orderings of the x-values is equiprobable; but 


irrespective of whether H, holds, the n,! permutations of the positions in the first 
1 
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sample, and the ,! permutations of the positions in the second sample, do not affect 
distinct 


the allocation of the 2 values to the two samples. Thus there are aml 
1°" 


allocations to the two samples, corresponding to the CG ) ways of selecting the 
1, 


members of the first sample from the 2 values. 


31.43 For the hypothesis (31.74), unlike the others we have so far considered at 
(31.9) and (31.49), we may consider a class of alternatives much more general than 
those of standard normal theory, namely 

Hy: F,(x) = F,(x—9), all x. (31.76) 
(31.76) states that the only difference between the two parent distributions is one of 
location. In terms of (31.76), (31.74) becomes 
H,:6=0. (31.77) 
We shall refer to (31.76) as the location-shift alternative hypothesis. It should be 
noted that although a location parameter 6 occurs in (31.76), the hypothesis (31.77) 
is non-parametric by our definition of 22.3, since the form of the parent distribution 
F(x) is unspecified. 


31.44 To suggest a statistic for testing Hi, we return to the case of normal alter- 
natives. Consider two normal distributions differing only in location. Without loss 
of generality, we assume their common variance o* to be equal to 1, and that the mean 
of the first distribution is zero. The Likelihood Function is therefore 


Le Hs) = (On) exp {4 E at,-4 & (ono } 
= Qn)-rexp{—4 = i403 su- ino}, (31.78) 
i=1 1 
From (31.78) we see that for @ > 0, L(x|H,) will be maximized when Eau is as 


large as possible and similarly for 9 < 0 when & a is as small as possible. By the 
Neyman-Pearson lemma of 22.10, the most pimectil critical region will consist of 


those of the G ) equiprobable points in the sample space which maximize L (x| H,). 
We are thus led to use the statistic 3 %;, or equivalently the mean of the second sample, 
i=1 


1 : eee 
=> Xx. Since 2,%,+2,%, = n&, and the overall mean £ is invariant under 
inl 


permutations, #, determines the value of #, also, and we may equivalently consider =, 
or #,—%,. For the two-sided alternative 6 4 0, we are inclined to use the “ equal- 
tails” two-sided test on #,—%, or equivalently a one-sided test on (%,—%,)*, large 
values forming the critical region. It was in this form that the test statistic was first 
investigated by Pitman (1937-1938). 
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The permutation distribution of w 
31.45 The statistic (,—,)* can take values ranging between zero and its maxi- 
mum value, which occurs when every member of the first sample is equal to #,, and 


every member of the second sample equals #,. We then have for the observed variance 
of the combined samples, say s?, which is invariant under permutations, 


ns? = n,(%,—4)!+,(%,—3)* = ™8 (@,—%)% 


We thus have 
site ns 
0 < (%,-#,)* < a8: 
If we therefore define 
w= a EH), (31.79) 
we have for all possible samples 
O0<mw<il. _ (31.80) 


31.46 To obtain the permutation distribution of w given Ho, we write it identically 
as 


w= aaa @-4) (31.81) 


a form in which only #, varies under permutation of the observations. The exact 
distribution of #, may be tabulated by enumeration, but as previously remarked in 
31.19 the process becomes tedious as n increases. In the form (31.81), however, we 
may use already-developed results to obtain the moments of w, for it is a multiple of 
the squared deviation of the sample mean from the population mean in sampling n, 
members from a finite population of 7 members. We found the necessary expecta- 
tions at (12.114) and (12.120), which we rewrite in our present notation as 


es (n—1n,)s* ngs? 
E(%,-z)) = Cia & @=1) (31.82) 
and 
se ea a Ny 
Bay = n3 (n—1)(n—2) (n—3) 


x {3n(n,—1) (n,—1) 54+ [n(n + 1)—6n,n,] m,}, 
where m, is the observed fourth moment of the combined samples. Thus 


E(w) = ah (31.83) 
i 1 
BY 5 tec Tie Aite-S) 
x {3n,n,(n—6)+6n+ [n(n + 1)—6n, 2.) 23}, (31.84) 


where gz is the measure of kurtosis (m,/s‘)—3. When either n, or », becomes large, 
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and n with it, (31.84) is asymptotically 


3 r-£) 5, 
E(w) ~ "5 {1 +0(é)}, (31.85; 
where 2, is the sample size which is not large. If both n, and ny—> co (31.84) is 
3 g 
2) ~ —_ 53 
E(w) wai +0(2)}- (31.86} 
Thus, especially when g, is small, we have 
. 3 = 
E(w’) = any (31.87; 


31.47 (31.83) and (31.87) are the first two moments about the origin of the Beta 
distribution of the first kind 


dF = w-(1-w)"-2dw, 0<w< 1, (31.88) 


1 
Bit,4n-1} 
which we may therefore expect to approximate the permutation distribution of tw. 
In fact, Pitman (1937-1938) showed that the third moments also agree closely, and 
that the approximation is very good. 

Now consider the ordinary ‘“ Student’s” ¢*-statistic for testing the difference in 
location between two normal distributions. In our present notation, we write it 
pi 88 
73" aa (31.89) 
where s?, s3 are the separate sample variances. Using the identity 
ns? = nyst+n,s+™8(¢,— 2.) 


n 
in (31.79) and (31.89) shows that 


C= Io (31.90) 


exactly. Thus we have been dealing with a monotone increasing function of t?. What 
is more, in the exact normal theory, the transformation (31.90) applied to the 
“* Student’s ” distribution with vy = n—2 gives precisely the distribution (31.88). (In 
fact, we carried out essentially this transformation in reducing “‘ Student’s ” distribu- 
tion function to the Incomplete Beta function in 16.11, except that there we trans- 
formed to (1—w) and obtained (31.88) with 1—w replacing w.) 

We have therefore found, exactly as in 31.19, that the approximation to the permu- 
tation distribution in testing a non-parametric hypothesis is precisely the normal- 
theory distribution. In this particular case, we may test w, from (31.90), by putting 
(n—2)w/(1—w) = t® with (n—2) degrees of freedom. For the one-sided tests dis- 
cussed at the outset, we simply use ¢ in the appropriate tail rather than ¢*. 


31.48 The wide applicability of #? as an approximation of the normal theory in 
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this instance must clearly be attributed to the operation of Central Limit effects, since 
we are dealing with a difference between means ; cf. the related discussion of robustness 
in 31.4, 

Just as we remarked in 31.30 previously, the asymptotic equivalent of the permuta- 
tion distribution to that of the optimum normal theory test implies that the former has 
ARE of 1 against normal alternatives, in this case of a location-shift. 


Distribution-free confidence intervals for a shift in location 

31.49 We may now use the test statistic w of (31.79) to obtain distribution-free 
confidence intervals for the location-shift 6 in (31.76). For, whatever the value of 6, 
(31.76) implies that the m, values x,, (¢ = 1,2,...,m,) and the m, values (x;+9), 
(¢ = 1,2,...,m,) are two samples which come from the same distribution F; (x). 
The distribution of w given H, is therefore applicable to these two samples. 

Let us denote by w(6) the calculated value of w for the two samples, which is 
evidently a function of 6. Let w, be the upper critical value of w for a test of size a, i.e. 


P{w (6) < w,} = 1-«. (31.91) 
Using (31.90), (31.91) is equivalent to 
P{t?(6) < #} = 1-2, (31.92) 


where #* is defined at (31.89). The denominator of #? is a function of the separate 


sample variances only, and is therefore not a function of 6. Using (31.89) in (31.92), 
we therefore have 


P{[#,—(#2+9)]? < k?} = 1-a, (31.93) 
where 
2 = M(t M45) 
k Par Mas 2: (31.94) 
‘Thus from (31.93) we have, whatever the true value of 8, 
P{(#,-#:)-k < 6 < (%,-%.)+k} = 1-«, (31.95) 


and (31.95) is a confidence interval for 6. 

If the sample sizes are large enough for the permutation distribution of ## to be 
closely approximated by the exact “‘ Student’s” distribution, we obtain #2 from the 
tables of the latter; otherwise, the exact permutation distribution of w must be used, 


with (31.90). We are then, of course, limited in the values of « we may choose for our 


-1 
test or confidence interval to multiples of (se ) : 
1, 


Consistency of the w-test 


31.50 Using the result of the last section, we may easily see that w is a consistent 
test statistic for the hypothesis (31.77) against the alternative (31.76) with 6 # 0, pro- 
vided that F,(x) has a finite variance. In fact, even if F,(x) and F,(x) have different 
finite variances and different means, w remains consistent, as Pitman (1948) showed. 

Consider k?, defined at (31.94). If n,,n,—> © so that n,/n,—> 4,0 <1< o, 


k? converges in probability to taco #2, which is of order n;', while by the Law 
1 
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of Large Numbers, (%,—#,) converges to E(x,)—E(x,), which is the true value of 4, 
say 05. (31.95) now shows that for any « the confidence interval 
I = (&,—£,—k, %,-%,+h) 

is an interval, with length of order ny}, for 6. If we choose « < e, we see that for 
any 6, # 95 

lim P{6@,el}<e (31.96) 

n>o 

and this is merely a translation into confidence intervals terminology of the consistency 
statement to be proved, for « may be arbitrarily near zero. Ultimately, as n, increases, 
the interval will exclude 6, with probability tending to 1, ie. the test of 6 = 6, will 
reject 6, # 05. This argument also makes it clear that (31.77) may be replaced by 
H,: 9 = 6, if we add an increment 6, to each observation in the second sample. 


Rank tests for the two-sample problem 

31.51 Just as in 31.21 during our discussion of tests of independence, so here in 
the two-sample problem we see that if we wish to be in a position to tabulate the exact 
permutation distribution of a test statistic for any 2, we must remove the dependence 
of the test statistic upon the actual values of the observations, which are random vari- 
ables, and we are led to the use of rank tests, which are particularly appropriate because 
of their invariance under monotone transformation of the underlying variables, which 
leave the hypothesis (31.74) invariant. Once again, the simplest procedure is simply 
to replace the observations x, by their rank values, i.e. to rank the n, +n, = n observa- 
tions in a single sequence and replace the value x,) by its rank X; We then have 
a set of m values X; which are a permutation of the first 2 natural numbers, of which 
n, belong to the first sample and n, to the second. 

Since, as we pointed out in 31.44, the statistic w is equivalent to using the mean *, 
of the first sample, the rank test obtained from w by replacing the observations by 
their ranks is equivalent to using 


S= = Xp (31.97) 


the sum of the ranks in the first sample, which is analogous to r, of (31.21) since both 
arise from replacing observations by ranks. 


31.52 Now suppose that we seek an analogue of t, defined by (31.23), i.e. essen- 
tially of Q as defined at (31.38). We should obviously expect, if the hypothesis (31.74) 
holds, that the observations from the first and second samples would be thoroughly 
“ mixed up’ with no tendency for the ranks in the first sample to cluster at either or 
both ends of the range from 1 to m. Define a statistic U which counts the number of 
times a member of the first sample exceeds a member of the second sample, i.e. 

u= = & hun (31.98) 
iat ja 
where h,, is defined at (31.36) as before. U ranges in value from 0 to n,n. 

Whereas in the case of tests of independence there is a genuine choice between 

r, and ¢ as test statistics (although they are equivalent from the viewpoint of ARE, as 
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we saw), for the two-sample situation the statistics (31.97) and (31.98) are functionally 
related. In fact 

U = S—4n,(n,+1). (31.99) 
To prove the relationship (31.99) it is only necessary to note that 


mf my m 
u=2(f iu) = 3 (X,-2). 
ial Yel f=1 


‘Thus we may use whichever of U and S is more convenient. From both the theo- 
retical and the computational viewpoint, U is simpler. 

The statistic S has been proposed independently by a great many writers, of whom 
the first was Wilcoxon (1945, 1947)—historical details are given by Kruskal and Wallis 
(1952-1953)—and is usually called Wilcoxon’s test statistic; some authors call it the 
Mann-Whitney test statistic after authors who studied U a little later (Mann and Whitney, 
1947) and still others call it the Rank Sum test statistic. 


The distribution of Wilcoxon’s test statistic 

31.53 We proceed to find the distribution of U when the hypothesis (31.74) holds. 
We may obtain its c.f. directly from that of Q given at (31.28). For Q is based on 
all 4n(n—1) possible comparisons between n observations, while U is based on the 
n,m, comparisons between the first m, and the second n, of them, the 4n,(n;—1) 
“internal” comparisons of the first sample and the $7,(”,—1) of the second sample 
being excluded. We may write this relationship symbolically as 


Qn = Qn, +Qn,+ U. (31.100) 
Since, given H,, the components on the right of (31.100) are independent of each other, 
we have the relation between c.f.’s (cf. 7.18) 
$n (8) = $n, (8) $n, (6) Pu (6), 
where the first three c.f.’s are those of Q with sample size equal to the suffix of 4, and 
®y (6) is the c.f. of U. Thus 


Du (6) = $n(6)/ {Fn (8) bn, (8)}, (31.101) 
or equivalently, taking logarithms for the c.g.f., 

‘Fu (8) = Yn (6)—Yn, (6) — Yn, (8), (31.102) 
where y is defined by (31.30). sso ean de this on the Se of (31.102), we find 


: By (6 oy! 


= $nyn,i6+ ry AHI = 


5 s {(na +5) 5%}. (31.103) 
The cumulants of U are therefore 
n= ins Ky+1=0, je } 


Ky 3 = (rat s)Y— 5%}. oe 
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In particular, we find 
Ky = 1ym,n,(n+ 1). (31.105) 
(31.104) shows that the distribution of U is symmetrical whatever the values of 7, 
and 2,. By (31.99), the distribution of S has the same cumulants except that its mean 
is 4n,(n+1). 


31.54 The exact distribution of S or U can easily be generated from the relation 
between frequency-generating functions equivalent to (31.101), which is 
-1 
Gu) = (7) G(,n)/{G(6,n,)GO,n3)}, 


n 


where Gy (8) is the f.g.f. of U, and G(6,n) the f.g.f. of O given in 31.24. Substituting 
its value from (31.27), we find 


Gu(6) = (” - a ee 
° (",) fi @-1) Hl @-1) 


n\-1} m (9m-#—] 
= ——_— }. 31.1 
(2) Ge) e199 
The coefficient of 64 in the second factor on the right of (31.106) is the number of 
ways in which n, of the first n natural numbers can be chosen so that their sum is exactly 
4n,(m,+1)+U. We denote this by f(U, 1, m3) and its cumulative sum from below by 
U 

AU, nn) = Lf (r, myn). (31.107) 

r=}m (m+ 1) 
The function A (U,,, ©) was tabulated by Euler over two centuries ago. Fix and Hodges 
(1955) give tables which permit the calculation of A (U,2,, 3) for n, (which without loss 
of generality may be taken < n,) < 12 and any nz. Previously, White (1952) had tabu- 
lated critical values of S for ‘‘ equal-tails” test sizes « = 0-05, 0-01 and 0-001 and 
n,+n, < 30. Other tables are listed by Kruskal and Wallis (1952-1953) and Fix and 

Hodges (1955). 


31.55 The asymptotic normality of U when H, holds follows immediately from 
(31.104). If n,,2,—> 00 so that 0 < limn,/n, = 2 < 0, we write N indifferently 
for n,, n, and n and see that x; is at most of order N¥+1, so that (as, indeed we saw 
at (31.105)) «s is of order N*. Thus 

reu/(0a)! = O(N4#1-%) = O(N), 
whence 
lim Kyj/(Ks¥ = 0, > 1, 
Y¥>o 


and the distribution of U tends to normality with mean and variance given by (31.10+ 
105). The tendency to normality is rapid, being effective when m, and n, are about 
8 or so. 

Using a general theorem due to Hoeffding (1948a), Lehmann (1951) shows U to 
be asymptotically normal if the two samples come from different continuous distri- 
butions F,, F, and limn,/n, = 4 is bounded as above. 
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Consistency and unbiassedness of the Wilcoxon test 

31.56 It follows from the proof of consistency given in 31.50 for the w-test, which 
reduces to Wilcoxon’s test when ranks replace variate-values, that the Wilcoxon test 
is consistent against alternatives for which F, and F,, the underlying parent distribu- 
tions, generate different mean ranks in their samples. Clearly, this will happen if and 
only if the probability p of an observation from F, exceeding one from F, differs 
from }. This result, given by Pitman (1948) and independently by later writers, may 
also be shown directly as indicated in Exercise 31.16. 


31.57 If we consider the one-sided alternative hypothesis that the second sample 
comes from a “ stochastically larger” distribution, i.e. 

H,: F,(x) > F,(x), all x, (31.108) 
it is a simple matter to prove that both Pitman’s and Wilcoxon’s one-sided tests are 
unbiassed against (31.108). In fact, Lehmann (1951) showed the unbiassedness of 
any similar critical region for (31.74) against (31.108) which satisfies the intuitively 
desirable condition (C) that if any member of the second sample is increased in value, 
the sample point remains in the critical region. For any pair F,,F, let us define 
a function A(x) by the equation 

F,(4(x)) = F,(*) (31.109) 
so that, from (31.108), 
h(x) > x. (31.110) 
Now consider the two samples with the 2, members of the second sample transformed 
from x, to A(x,) and the first sample unchanged. We see from (31.109) that the hypo- 
thesis of identical populations holds for the values thus transformed. If a region in 
the transformed sample space has content P, equation (31.110) and condition (C) 
assumed above ensure that for the untransformed sample space its content is « < P. 
Since « is the size of the test on the untransformed variables, and P its power against 
(31.108), we see that the test is unbiassed. 
The condition (C) is obviously satisfied by the one-sided Pitman and Wilcoxon 
tests. 


31.58 If we now consider the general two-sided alternative hypothesis 
H,: F,(x) # F,(=), (31.111) 
or even the more limited location-shift alternative (31.76) with 6 unrestricted in sign, 
the Wilcoxon test is no longer unbiassed in general. For location-shift alternatives, 
Van der Vaart (1950, 1953) showed that if 2, = n, or the common frequency function 
is symmetric about some value (not necessarily 6), the first derivative of the power 
function at 6 = 0 is zero if it exists, but that even then the test need not be unbiassed. 


The ARE of the Wilcoxon test 


31.59 We now confine ourselves to the location-shift situation (31.76), and find 
the ARE of Wilcoxon’s test compared to “ Student’s ” t-test (which is the optimum 
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test of location-shift when F, is a normal distribution) when F, is an arbitrary con- 
tinuous d.f. with finite variance o*. 

“Student’s” ¢ defined at (31.89) is known to be asymptotically equivalent to 
using the statistic (,—%,), which, whatever the form of F,, tends to normality with 


mean —6 and variance o? (-+3) = a. Thus we have 
nm 71 NyNy 
{[pEe-#0],_ } 
cs ano) _ ifs (31.112) 


var{@i—4)|6 = 0} ~ not” 
We now have to evaluate the equivalent of (31.112) for the Wilcoxon statistic U. 
From the definition of U at (31.98), 

E(U) = nn, E(hy) = nmap, 
where p is the probability that an observation x, from the first distribution, F, (x), 
exceeds one x, from the second distribution, F,(x—6). This is the probability that 
%_,—%, < 0. Using the formula (11.68) for the d.f. of the sum of two random variables 
(with —y here being replaced by y in the argument of F, and suffixes 1,2 interchanged 
to give the d.f. of x,—x;,), we find 


p =H) =|" Fi+2-Of,(2)de 


whence 
Bm —[" fe Ofilaae 
and 
[=P I... = mm ( {fi (=) }? dx. (31.113) 
(31.113) and (31.105) give 
ke ee ’ 
var + <n eat [ [7 eres | , (31.114) 


Using (25.27), (31.112) and (31.114), we have for the ARE of Wilcoxon’s U test com- 
pared to “ Student’s” 2, 
(31.115) 


wie [J acres] 


a result due to Pitman (1948). 


31.60 To evaluate (31.115), we only require the value of the integral 
[7 Gere = 20,0}. (31.116) 
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(31.116) is easily evaluated for particular distributions. When F, is normal, we have 


Eff,()} = Qroty +E { exp - eel } 


- roe (2) 
a fea} 
-4)]—4 = 
= (2rot)-4[(1—2i2)] 7) = (420%)-), 
Thus, from (31.115) in the normal case 
Ay, = 3/n = 0-95. (31.117) 
‘The result is scale-free, as it always is since oF {f,(x)} is scale-free. We may thus 


always re-scale in (31.115) if this is convenient. 


31.61 It is easy to see that (31.115) can take infinite values (cf. Exercise 31.18). 
We now inquire whether there is a non-zero minimum below which it cannot fall. 
We wish to minimize E{f(x)} for fixed o?, which we may take equal to unity. We 
also take E(x) = 0 without loss of generality. We thus require to minimize 


(s £?(x)dx subject to the conditions in x? f(x)dx = 1, ie f(x)dx = 1. Using 
Lagrange undetermined multipliers 2, x, this is equivalent to minimizing the integral 

[7 @-2042-29/@)}ae. (31.118) 
Since f(x) is non-negative, (31.118) is minimized for tel of f(x) when 


A(u2—x2), x? 
f= {5 yr ” (31.119) 
a simple parabolic distribution. If 2 and 4 are found from the conditions 
[rerax = fefe@ax = 1, 
we find 
pwt=5, A= 3/(20V5), (31.120) 
whence 
3 
2(x)dx = ia B= 31.121 
[re we (31.121) 
Thus, from (31.121) and (31.115), the ARE for the distribution (31.119-120) is 
inf Ag, = 108/125 = 0-864. (31.122) 


31.62 The high value (31.122) for the minimum ARE of Wilcoxon’s test com- 
pared to “ Student’s ” t, which was first obtained by Hodges and Lehmann (1956), is 
very reassuring. In practical terms it means that in large samples we cannot lose more 
than 13-6 per cent efficiency in using Wilcoxon’s rather than “ Student’s” test for 
a location shift ; on the other hand, we may gain a very great deal—cf. Exercise 31.18 
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where it should be confirmed that for a Gamma distribution with parameter p = 1. 
Ay,; = 3. If the distribution is actually normal, the loss of efficiency is only about 
5 per cent by (31.117). 

Little is yet known of the small-sample efficiency of Wilcoxon’s test. Van der Vaart 
(1950) showed that in the normal case the derivatives of the power function differ 
very little for very small sample sizes from their asymptotic values relative to those 
for the ‘‘ Student’s ” t-test. Sundrum (1953) computed approximate power functions 
in the normal and rectangular cases for n, = n, = 10 which bear out, particularly 
in the normal case, the small power loss involved in using Wilcoxon’s rather than 
“ Student’s ” test. Witting (1960), by using an Edgeworth expansion to order n-', 
shows that the value (31.117) for the ARE in the normal case holds very closely for 
sample sizes ranging from 4 to 40. 


A test with uniformly better ARE than “ Student’s ” test 
31.63 Although Wilcoxon’s test performs very well compared to “‘ Student's” 
test, as we have seen in 31.59-62, we can do even better. Reverting to our discussion 
of 31.39, we may obviously obtain ARE of 1 against normal location-shift alternatives 
by using the test statistic w (or equivalently the mean of the first sample, £,) with the 
observations replaced by the expected values of the order statistics in normal samples. 
which we denote by E(s,m) as in 31.39. The test statistic is therefore equivalent to 
~— = EE (Xun) (31.123) 
where X;, is the rank among the 2 observations of the ith observation in the first sample. 
(31.123) is usually called the Fisher—Yates test statistic. If we define 
ee 1 if the sth observation is from the first sample, 
* \O otherwise, 
we may rewrite (31.123) as 
qQ= -. x E(s,n)z,. (31.124) 
Msn 
Hoeffding (1950) and Terry (1952) first demonstrated that the c,-test has ARE 1 against 
normal derivatives. Terry (1952) tabulates its exact distribution when the hypoth- 
esis (31.74) holds for all values of , and 2, with n < 10. The asymptotic normality 
of c, (and a wide class of similar statistics), whatever the parent distributions F,, F; 


when lim n,/n, is bounded away from 0 and o0, was demonstrated by Chernoff and 
Savage (1958). Clearly 


E(e|He) = + EE (sn) Els) = 2.7 3 E(yn) = 0, 
My ent My Mani 
while var(c,|H) is given at (31.133) below. 


31.64 An alternative definition of c, is more convenient for the purpose of cal- 
culating its ARE. Define 


H(s) = "'F, (x) +"2F (2), (31.125) 
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the distribution function of the combined parent populations, and its sample analogue 
H, (2) = “5,,(2)+785,,(x), (31.126) 


where S,,,S,, are the sample distribution functions as defined at (30.97). If we also 
define the function J,(x) by 


E(s,n) =Jn () (31.127) 
then c, may be defined in the integral form 
etm J i Tu{ Hal) }d So, (2). (31.128) 
As n—> oo, we have from (31.125-126) 
H, (x) > H(3), 


while from (31.127), under mild conditions (cf. 31.73)), 

Jn (x) > O- (x) = J (2); 
where ® is the standardized normal distribution function. Thus, as 2 —> oo we have 
from (31.128), under regularity conditions, 


E(@) = ["_J{H@)}4F.@). (31.129) 


31.65 If we now consider location-shift alternatives (31.76), and differentiate 
(31.129) with respect to the location-shift 6, we have 


3E(e) se ie THO} HHO} AP) (31.130) 
and since 
H(x) = “F, (x) +“8F, (x—6) 
we have 
d Ne 
2) = Sh e-4). 
Putting this into (31.130), we find 
a ==" J i J'{H(3)} fi (2-0) dF, (x). (31.131) 
Now when 0 = 0, H(x) = F,(x), so (31.131) gives 
[Ae] El J m@nere (31.132) 


When H, holds, the variance of c, is simply, from (31.124), 


var (¢,|H,) = zvar{ 3 BG, nz} 


Here, only the z, are random variables ; in fact, they are identical 0-1 variables with 
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probability “+ 1 of taking the value 1, but they are not independent, any pair having 
correlation -1 because of the symmetry. Thus 


var (e,|H) = =z, E (E(6n) vara, + EEE (mE, neor teen 


(5 romps [(E E(an)})~ | = E (B(m}]}, 


and since z E(s,n) =0 by the symmetry of the normal distribution and 
e=1 


pS! 


varg = 2 (1-2), this reduces to 
n n 


var(c,|H,) = mere E {E(s,n)}. (31.133) 


This is an exact result. When n—>o, by (31.73), 
tS (Eom [#20 =i 
and 
var (¢,| Ho) > ; 
Thus, from (31.132) and (31.134) 
59 Ea) e : 
[oreo] Eel TO HAG ae] 1.138) 


Using (25.27), (31.135) and (31.112) give for the ARE of the c, test compared to 
“ Student’s ” ¢ 


eee (31.134) 


o 2 
40= [f° MHC Pal. (1.136 
In (31.136) we have put o? = 1 by standardizing F,(x). We now seek the minimum 
value of (31.136). 
31.66 It will be remembered that J (x) in (31.136) is defined as ®-!(x), the inverse 
of the standardized normal d.f. Thus 
{J ()} = x. (31.137) 
Differentiating both sides, and writing ¢(x) = ®’(x) for the normal f.f., we have 
d . 
ZOU @)}1 = sU@W'@) =1, 
so that 


I= (31.138) 


1 
PU @)F 
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Also, for any particular parent F,(x), the random variable F,(x) itself is the prob- 
ability-integral transformation of x and is uniformly distributed on (0,1). Using 
(31.137), we therefore have 
dF, (x) = a{J (x)} = {J ()} 4). (31.139) 
For given F,, (31.139) defines J as a function of x. 
Substituting (31.138-139) into the integral in square brackets in (31.136) we have 
I= if: _! [¢iias} 
-oF{J} de 


= ‘dx 
ze J°s0/(G)4- (31.140) 
To minimize (31.136), we require to minimize (31.140) subject to the standardiza- 
tion conditions 


fear. = fxsuar =o, 
fear, 2 fasuna 1 


The minimization is with respect to F,, but through (31.139) this is equivalent to 
minimization with respect to x as a function of J. We therefore seek a monotone 
non-decreasing function x(J) which minimizes (31.140) subject to (31.141). 


(31.141) 


31.67 Since ¢ is the standardized normal f.f., the restrictions (31.141) are obviously 


satisfied when 
x(J)=J (31.142) 


and (31.140) is then equal to 1. From (31.139), this occurs when dF, (x) = d® (x) 
so that F, is normal. Thus we have verified our statement of 31.63 that in the normal 
case the c, test has ARE 1. 

Chernoff and Savage (1958) show that (31.142) is actually the unique solution of 
our minimization problem, i.e. that J > 1 for any non-normal F,, so that the c, test 
has minimum ARE of 1 compared to the #-test. We present only a heuristic argument 
leading to their result. Let us use the representation 


*(J) = J+P()- 
If (31.141) holds, we have 
é 1 = varJ = var{x(J)} = var] +var{p(J)}+2cov{J,p(J)}, 


and thus 
cov{J,p(J)} < 0, (31.143) 


the equality in (31.143) being attained if and only if p(J) is a constant. By (31.141) 
again, E{p(J)} = 0, so (31.143) is an equality only when p(J) = 0. Let us neglect 
this case, which we treated at (31.142). We wish to minimize (31.140), which is 


E. zo" We assume x(J) to be strictly increasing, so that x’(J) > 0 and, by 
Exercise 9.13, excluding the degenerate equality, 


1 mnie 
EL, > 1/E{#’ ()} = 1/1 +E {PU} 
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Now (31.143) implies under certain conditions that E{p’(J)} < 0, for if J and p(J: 
have negative covariance, the ‘‘ average slope” of p(_J) must be negative. Thus, it 


(J) is not identically zero, 
1 
E{ap} >1, 
(J) 
and hence x(J) = J gives the unique minimum of the ARE. 


31.68 The implication of the result of 31.63-67 is far-reaching. The c,-test is 
distribution-free (completely robust) and has minimum ARE of 1 compared to the 
standard normal-theory test based on “‘ Student’s ” t, which is only fairly robust. It is 
therefore difficult to make a case for the customary routine use of ‘“‘ Student’s ”’ test in 
testing for a location-shift between two samples when sample numbers are reasonably 
large. No information is yet available on how large they should be in general for the 
¢, test to assert its asymptotic superiority, but it does not seem likely that the t-test has 
any appreciable advantage (even in the normal case for which it is optimum) for sample 
sizes of the order of 10 or more. 

The labour of computing the c,-test is very light. It consists of referring 


¢,—E(e,|Ho) _ {a= » ZB E{Xon} 


Swar tr. 1; tT aa r a 3 
{var (¢; | Ho)} nN, [ z (E(6.m)} | 
e=1 
to a table of the standardized normal distribution. Fisher and Yates’ Tables give 
5 {E(s,n)}* for n = 1(1)50 to 4 d.p. and the individual E(s,n)to2d.p. Forn = 50, 
s=l 


(31.144) 


n + 

[; =x {E(s,n) | = 0-97, and thereafter tends to 1 as we saw below (31.133), so that 
el 

this factor may be dropped from (31.144), reducing the test statistic to 


. [n-l\ie 
ast (=) EE (Kon). 


31.69 Other tests for the two-sample problem, now rather overshadowed by the 
Wilcoxon and the Fisher—Yates c, tests, have been proposed. That of Wald and Wolfowitz 
(1940)—cf. Exercise 30.8—based on the number of runs, has the advantage of being 
consistent against the general alternatives (31.111) if limm,/n, is bounded away from 
Oand ©. Smirnov (1939b) proposed a test based on the maximum absolute difference ¢ 


ny, 3 

the same limiting distribution as that of D, nt given at (30.132). The convergence of the 
sample d.f.’s to the parent d.f.’s ensures that the test is consistent against (31.111). A 
lower bound for its power may be obtained just as for D, in 30.60, but the test may be 
biassed—cf. Exercise 30.16 for the Dy test. 

Lehmann (1951) proposed a test which he showed to be always unbiassed. 

Although rather little is known of the power of these tests, it is clear that they are less 
efficient than those we have discussed. In fact, Mood (1954) shows the Wald—Wolfowitz 
test to have ARE of 0 against normal location-shift or normal scale-shift alternatives. 


between the two sample distribution functions, and showed that d te) has 
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Van der Waerden (1952-1953) proposed a two-sample test based on the inverse 
normal-distribution function transformation, which is asymptotically equivalent to the 
¢, test—cf. (31.129). 

‘Two-sample tests of H):6=1 against the scale-shift alternative 


F,(x) = F, (3) @>0, (31.145) 
are discussed by Mood (1954), Kamat (1956) and B. V. Sukhatme (1957-1958). Mood 
proposed the statistic 


We EF %-1@syy, 
im=1 


and showed that in the normal case its ARE compared to the optimum variance-ratio 
test is 15/(2n") = 0-76. For other parent distributions, its ARE ranges from 0 to o. 
One could presumably obtain ARE of 1 against normal alternatives by applying the vari- 
ance-ratio test to the expected values of the order-statistics E(s,n) on the lines of the 
¢, test. 

Siegel and Tukey (1960) propose a two-sample test against (31.145) which, like the 
Wilcoxon and Fisher-Yates tests, uses a sum of scores in one sample as test statistic. 
Moreover, the scores are actually the rank values themselves, but they are allocated in a 
way different from that used in the Wilcoxon test. 2, +, = 17 is assumed even (if 
odd, the median observation is ignored), and the observations ordered in a single sequence 
as before. Then for the 42 smallest observations, x, is allotted the score 47 and x(¢p+) 
the score 47+1; for the 4n largest observations, x(,-2,) is allotted the score 47+2, and 
X(n—ar-1) the score 47+3. twill be seen that these scores are a permutation of the numbers 
1 to n; e.g. for n = 10 the scores are, in order, 1, 4, 5, 8, 9, 10, 7, 6, 3, 2. 

Clearly, a shift in dispersion will produce extreme values of the sum of scores in 
either sample (although a shift in location would counteract this). Since all permutations 
are equiprobable on Ho, the theory and tables for the Wilcoxon test may be used without 
modification. (In fact, they would apply if the numbers 1 to m were used as scores under 
any allocation system whatever.) Siegel and Tukey (1960) provide detailed tables for 
ny <_< 20, which may thus also be used for the Wilcoxon test. The ARE of this 
scale-shift test has not yet been calculated, but is presumably high in the normal case. 
It is a reasonable surmise that a test with greater ARE against normal alternatives would 
be obtained if precisely the same modification were applied to the Fisher—-Yates test. 

For non-negative random variables x;, xz, the hypothesis (31.145) is equivalent to a 
location-shift alternative for the logarithms of the variables. 


k-sample tests 
31.70 The generalization of two-sample tests to the k-sample problem (Problem 
(2) of 31.13) is straightforward. The hypothesis to be tested is that k > 2 continuous 
distribution functions are identical, i.e. 
Hy: F,(x) = F,(x) =... = Fi (x), all x, (31.146) 
on the basis of independent samples of n, observations (p = 1,2,...,) where 
k 
Zn, =n. In the parametric theory, all of the F, are assumed normal with common 


p=1 
unknown variance o? and different means 6,, so that 


Hy: F,(x) = F(x-8,), p=1,2,...,% (31.147) 


with not all the 6, equal. (31.146) then becomes 
H,:6, =0, all p. (31.148) 


KK 
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The LR test of (31.148) in the normal case is based on the statistic 
1 2 ar 
k-1 Rad ed 
1 


os a a SS 
eEL: Es (%25— ¥5)* 


(where #, is the pth sample mean and # the overall sample mean), which is distributed 
in the variance-ratio (F) distribution with (k—1,n—k) degrees of freedom. This 
follows immediately from the general LR theory of Chapter 24, and is the simplest 
case of the Analysis of Variance, which we shall discuss in Volume 3. As (n—k) — x, 
it follows (cf. 16.22(7)) that 


oe E 14 (E,—#)¥/ot (31.149) 
z 


is asymptotically a y? variate with k—1 degrees of freedom. 

This test has been shown by Gayen (1949-1951) to be remarkably robust to depar- 
tures from normality, and we shall be discussing the robustness of Analysis of Variance 
procedures in general in Volume 3. Here we consider only distribution-free substitutes 
for the normal theory test. 


31.71 Since (31.147) is clearly a generalization of the location-shift alternative 
(31.76) in the two-sample case, it is natural to seek generalizations of the two-sample 
tests to k samples. From our previous general argument, we could obtain a distribu- 
tion-free test with ARE 1 against normal alternatives by replacing the observations 
Xp; by the expected values of the normal order statistics E(s,n)—this procedure is sug- 
gested by Fisher and Yates in their Statistical Tables. So far as we know, this test 
has not been studied in detail. 

However, several authors have generalized the Wilcoxon test to k samples. We 
consider two different approaches to the problem. First, suppose that we simply 
replace the observations x by their ranks X. The statistic (31.149) then becomes 


S = En(X—¥ nt D}/Es (0D). (31.150) 


Kruskal and Wallis (1952-1953) proposed the statistic H = acl S, large values of H 


forming the critical region of the test. They demonstrated its asymptotic z?_, dis- 
tribution as in the parametric case. For k = 3, n, < 5, they tabulate its exact distri- 
bution in the neighbourhood of its critical values for « = 0-10, 0-05, 0-01. Kruskal 
(1952) showed that the H-test is consistent against any alternative hypothesis for which 
an observation from one of the parent distributions has probability # } of exceeding 
a random observation from the & parents taken together. This is a generalization of 
the consistency condition for the Wilcoxon test in 31.56. Andrews (1954) showed 
that the ARE of the H-test compared to the variance-ratio F-test of 31.70 is given 
precisely by the expression (31.115) which we have already derived for the Wilcoxon 
two-sample test—Exercise 31.20 indicates a method of proof. The ARE is therefore 
3/m = 0-95 in the normal case, and can never fall below 0-864, by 31.60-61. 
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31.72 In the two-sample case, we saw in 31.52 that it made no difference to the 
test statistic derived whether we replaced observations by ranks or counted the number 
of inversions of order between the samples. In the present k-sample case, it does 
matter. We now proceed to the inversions approach, and shall find that it leads to a 
different statistic from H of 31.71. 

Suppose that the statistic U of (31.38) is calculated for every pair of samples, there 
being 4k(k—1) pairs in all ; we write U,, for the value obtained from the pth and gth 
samples (p, g = 1,2,...,k; p # 9) and 

k ok 
U=X% 2& Uy. (31.151) 
pwl e=p+l 


We may now very easily generalize the theory of 31.53. (31.100) is replaced by 
k 
On, = 2 Q,,+U, 
p=l 
which leads to the c.f. relationship 
& 
©y(0) = $4(0) / 1 $40) (31.152) 


which is the analogue of (31.101). We find, corresponding to (31.103), for the c.g.f. 
of U 


$ a o B ort n Ld np 
= }O(n?- X n? SS - u, 15, 
Yu) =k ( Em)+ 3 2 (2)! 2 Be 2 s (31.153) 
‘The cumulants of U are therefore 


& 
= a(n x ms), kue1 = 0, f > 0, 
pel 


(31.154) 
= {5 - SF Mgt 
eee is = ae 
In particular 
k 
ka = n®(2n+3)- % n5(2n,+3)}. (31.155) 
pel 


31.73 The limit distribution of U also follows as in 31.55. If the 2, > © so 
that n,/n remains bounded for all p, we write N for any , or n and see that xq, is at 
most of order (2j+1) in N, with «, of order N®. Thus «q;/«j is of order N'~/ at most 
and tends to zero for all j > 1, so that U tends to normality with mean and variance 
given by (31.154-155). Jonckheere (1954) shows that if only two of the k-sample sizes 
tend to infinity so that 2,/n, n,/n remain bounded, the distribution of U still tends to 
normality—this may be seen from the consideration that U is the sum of $k(k—1) 
(non-independent) Wilcoxon statistics U,,. If r sample sizes, r > 2, tend to infinity, 
4r(r—1) of the U,, will tend to normality and will dominate U. 

Jonckheere (1954) tabulated the exact distribution of U for samples of equal sizes m. 
His table covers k = 3, m= 2(1)5; k= 4, m=2(1)4; R=5,m=2, 3; and 
k = 6, m = 2. Beyond this point, the normal approximation is adequate for equal 
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sample sizes. Even for very unequal sample sizes, the normal approximation seems 
adequate for practical purposes when n > 12. 

Terpstra (1952), who originally proposed the k-sample U-test and derived the c.f. 
and limiting distribution given above, gave necessary and sufficient conditions for the 
consistency of the test. If the probability that an observation from the pth distribution 
exceeds one from the gth is (cf. (31.51)) 


P{x > Xu} =bt+eon PFD 
and the weighted sum of the e,, is 
S, = UE nen, bsg 
p<e 


then the conditions for consistency (as n —>o with n,/n bounded for all p) of the test 
using large values of U as critical region are (1) S, > 0, (2) (kn)-3/2S,—> 0. These 
are direct generalizations of (31.58), the condition for consistency of Q in testing ran- 
domness against downward trend. 


31.74 So far as we know, the efficiencies of the two k-sample test statistics H and 
U have not been compared. The difficulty is that the forms of their limiting distribu- 
tions are different ; for fixed k, H has a non-central 2_, distribution, and U a normal 
distribution asymptotically when H, holds and presumably also under general alter- 
natives. Since both tests reduce to Wilcoxon’s when k = 2, one supposes that they 
cannot differ greatly in efficiency for k > 2. It scems likely that the U-test will be 
at its best when the alternatives are of the form (31.147) with 6, < 6, <... < 6, or 
in the more general situation when (31.147) is replaced by 
F,(x) < Fy(x) < ... < F(x), all x. (31.156) 
(31.156) may be referred to as an ordered alternative hypothesis. The H-test, on the 
other hand, is likely to be more efficient against broader, more general, classes of 
alternatives, 


Tests of symmetry 

31.75 In all of the hypotheses discussed in this chapter, we have been fundamen- 
tally concerned with independent observations (usually on a single variate x but, in 
the case of testing independence, on a vector (x,y)). Our hypotheses have specified 
that certain of these observations are identically distributed, and proceeded to test 
some hypotheses concerning their parent distribution functions, We found (cf. 31.16) 
that, to obtain similar tests of our hypotheses, we must restrict ourselves to permuta- 
tion tests, the distribution theory of which assigns equal probability to each of the n! 
orderings of the sample observations. 

An implication of this procedure is that the tests we have derived remain valid if 
the hypotheses we have considered are replaced by the direct hypothesis that the joint 
distribution function of the observations is invariant under permutation of its argu- 
ments. For example, consider a two-sample test of the hypothesis 

Hy: F,(x) = F(x), all x, (31.157) 
where 7,, m, are the respective sizes of random samples from the two distributions 
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and n = n,+n,. Write G for the joint distribution function of the 2 observations. 
Replace Hy by the hypothesis of symmetry 
Hy: G(%1,%a) + Xn) = G (2 Fa) - + + Bn)s (31.158) 

where the 2’s are any permutation of the x’s. Then any similar test which is valid 
for (31.157) will be so for (31.158) also. This is not to say that the optimum proper- 
ties of a test will remain the same for both hypotheses—a discussion of this point is 
given by Lehmann and Stein (1949). However, it does imply that any test of type 
(31.157) cannot be consistent against the alternative hypothesis (31.158). 

Practical situations are common in which a hypothesis of symmetry is appropriate. 
Since we have not discussed this problem so far even in the parametric case, we shall 
begin by a brief consideration of the latter in the simplest case. 


The paired t-test 


31.76 Suppose that variates x, and x, are jointly normally distributed with means 
and variances (/;, 63), (/2,03) respectively and correlation parameter p. We wish to 
test the composite hypothesis 

H,: A =p,-p, =0 (31.159) 
on the basis of m independent observations on (x,,%,). Consider the variable 
y =%,—x,. It is normally distributed, with mean A and variance o? = of ++03—2po a3. 
We have m observations on y available and may therefore test Hy by the usual 
“© Student’s ” t-test for the mean applied to the differences (x,;—x,,), # = 1,2,...,m. 
The procedure holds good when p = 0, when x, and x, are independent normal vari- 
ates, and in this particular situation the test is a special case of that given at (21.51) 
with n, = n, = m. 


31.77 Next simplify the example in 31.76 by putting of = oj. The joint dis- 
tribution F(x, x3) is now symmetric in x, and x, save possibly for their means. When 
H, holds, we have complete symmetry. We may therefore write (31.159) as 

Ho: F(x %s) = F(x), all xx (31.160) 
‘This is a typical symmetry hypothesis, which may formally be put into the general 
form (31.158) by writing G as the product of m factors (one for each observation on 
(x1, %,))- 

We now abandon the normal theory of 31.76 and seek distribution-free methods 
of testing the non-parametric hypothesis (31.160) for arbitrary continuous F. If we 
take differences y = x,—x, as before, we see that Hy states the symmetry of the dis- 
tribution of y about the point 0 or, if G is its d.f., 

Hy: G(y) = 1-—G(—y), all y. (31.161) 
We have thus reduced the hypothesis (31.160) of symmetry of a bivariate d.f. in its 
arguments to the hypothesis (31.161) of symmetry of a univariate distribution about 
a particular value, zero. This hypothesis is clearly of interest in its own right (i.e. 
we may simply be interested in the symmetry of a single variate), and we proceed to 
treat the problem in this form. 
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31.78 Its solution is very simply obtained, and requires no new theory. For the 
hypothesis (31.161) implies that any positive value y has the same probability of being 
observed as the value (—y). If, therefore, we consider the absolute values of the 
observations, | y,|, these have emanated from two distributions (the positive and nega- 
tive halves of the distribution of y, the latter having its sign changed) which are identical 
when H, holds. If we label the values of |y,| according to whether they were origin- 
ally positive or negative, and call these ‘‘ sample 1” and “sample 2,” we are back 
at the two-sample problem: any of the two-sample tests discussed earlier (e.g. the 
w-test, the Wilcoxon U-test or the c,-test) may be applied here and their ARE’s will 
be as before. The only new feature here is that the numbers of observations in 
“sample 1” and “‘ sample 2” are themselves random variables, even though the total 
number of observations is fixed in advance. However, this has no effect on the infer- 
ence, since these numbers are ascertained before the test statistic is calculated ; in 
fact, this is simply another facet of the general property of permutation tests, that 
their distributions depend on the values of observations which are themselves random 
variables. 

The use of the w-test in this way as a test for symmetry was proposed by R. A. 
Fisher about thirty years ago (cf., e.g., Fisher (1935a) ) and in this form it is sometimes 
called Fisher’s test. 


31.79 Before leaving tests of symmetry, we briefly point out that whereas the 
problem considered in 31.77-78 was that of testing symmetry in two variables, the 
general hypothesis of symmetry in m variables (31.158) can also be tested by distribu- 
tion-free methods given m observations on the vector (x,,%2,---;%n). We postpone 
discussion of this problem because it is a special case of the Analysis of Variance in 
Randomized Blocks, which we shall discuss from the parametric viewpoint in Volume 3. 


The effects of discontinuities: continuity corrections and ties 

31.80 In various places, in this chapter as elsewhere, we have approximated dis- 
continuous distributions (in the present context the permutation distributions of test 
statistics) by their asymptotic forms, which are continuous. In practical applications, 
it usually improves the approximation if we apply a continuity correction, which amounts 
to the following simple rule: when successive discrete probabilities in the exact dis- 
tribution occur at values =,, 22,23, the probability at z, is taken to refer to the interval 
(4 (2; +22), $(%2+23)). Thus, when we wish to evaluate the d.f. at the point s, from 
a continuous approximation, we actually evaluate it at the point }(z,+ 25). 


31.81 Finally, there is another question connected with continuity which we 
should discuss here. Our hypotheses have been concerned with observations from 
continuous d.f.’s, and this implies that the probability of any pair of observations being 
precisely equal (a so-called te) is zero and that we may therefore neglect the possibility. 
Thus we have throughout this chapter assumed that observations could be ordered 
without ties, so that the rank-order statistics were uniquely defined. However, in 
practice, observations are always rounded off to a few significant figures, and ties will 
therefore sometimes occur. Similarly, if the true parent d.f.’s are not in fact con- 
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tinuous, but are adequately represented by continuous d.f.’s, ties will occur. How are 
we to resolve the difficulty of obtaining a ranking in the presence of ties ? 

Two methods of treating ties have been discussed in the literature. The first is 
to order tied observations at random. This has the merit of simplicity and needs no 
new theory, but obviously sacrifices information contained in the observations and may 
be expected to lead to loss of efficiency compared with the second method, which is 
to attribute to each of the tied observations the average rank of those tied. There has 
been rather little investigation of the merits of the methods, but Putter (1955) shows 
that the ARE of the Wilcoxon test is less for random tie-breaking than when average 
ranks are allotted. Kruskal and Wallis (1952-1953) and Kruskal (1952) present a dis- 
cussion of ties in the H-test. 

Until further information is available, the average-rank method is likely to be the 
more commonly used. Unfortunately, it removes the feature of rank order tests 
which we have remarked, that their exact distributions can be tabulated once for all. 
For, if the average-rank method of tie-breaking is used, the sum of a set of ranks is 
unaffected but, e.g., their variance is changed. The exact distribution for small sample 
sizes now becomes a function of the number and extent of the ties observed, and this 
makes tabulation difficult. Even the limiting distributions are affected—e.g. if the 
distribution is normal, the variance is changed. Kendall (1955) gives full details of and 
references to the necessary adjustments for the rank correlation coefficients and related 
statistics (which include the Wilcoxon test statistic), and other discussions of adjust- 
ments have been mentioned above. 


EXERCISES 


31.1 By use of tables of the y? distribution, verify the values of the true probabilities 
in the table in 31.7. 


31.2 Verify that the distribution (31.18) has moments (31.12), (31.13) and (31.17). 


31.3 If is the correlation coefficient defined at (31.11), if we transform the observed 
x- and y-values by X= t,(x), Y = t,(y), and calculate R, the correlation between the 
transformed values (X, Y), then every one of the equiprobable 2! permutations yields 
values r, R. Show that the correlation between r and R over the n! permutations is 


given by 
C(r,R) = Ci (x, X)Cr0,¥), 
ive. that the correlation coefficient of the joint permutation distribution of the observed 
correlation coefficient and the correlation coefficient of the transformed observations is 
simply the product of the correlation between x and its transform with the correlation 
between y and its transform. 
(Daniels, 1944) 


31.4 Derive the fourth moment of the rank correlation coefficient given at (31.22) 
from the general expression in (31.14). 


31.5 Show that (31.21) and (31.40) are alternative definitions of (31.19) by proving 
the identities (31.20) and (31.39). 
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31.6 Using the definitions (31.37), (31.38), show that in the joint distribution of ¢ and 
r, over the n! equiprobable permutations in the case of independence, their correlation 
coefficient is 
2 (n+1)/{2n(2n+ 5) }t. 
(cf. Daniels (1944)) 


31.7 A sample of n pairs (x, y) is obtained from a continuous bivariate distribution. 
Let %, } be the sample medians of x and y and define the statistic 


u= E san(es-2 san. 


Show how u may be used to test the hypothesis of independence of x and y, and that its 
ARE compared to the sample correlation coefficient against bivariate normal alternatives 
is 4/x*, (This is called the medial correlation test.) 

(Blomqvist, 1950) 


31.8 In 31.36, use the result of Exercise 2.15, and the symmetry of the distribution 


of Q, to show that a sufficient condition for a size- test of randomness to be strictly 
unbiassed against the alternatives (31.51) is that 


Sa > dn(n—1)—- (1-2) {4n(2-1)-Qo}, 
where Q, is the critical value of Q defined at (31.55). 
(cf. Mann (1945)) 


31.9 Show that (31.69) holds for the statistic V defined by (31.37) as well as for Q, 
and hence that 7, as a test of randomness has the same ARE as the other rank relation 
coefficient t. 


31.10 In testing the hypothesis (31.49) of randomness against the normal regression 
alternatives (31.61), consider the class of test statistics 


S = Lwyhy, 


where the summation contains $n terms (nm a multiple of 6), the suffixes 7, j each taking |” 
different values and all suffixes being distinct, while the ws; are weights. Thus S involves 
4n comparisons between independent pairs of observations. 

Show that the S-statistic with maximum ARE compared with 6 at (31.63-64) is 


§ 
S.= F Pkt) hat 
with ARE 


Ag,,y = (2/a)t + 0-86. 
(D. R. Cox and Stuart, 1955) 


31.11 In Exercise 31.10, show that if instead of S, we use the equally-weighted form 
S; = by hk, n- k+h 
k=l 


3\t 
the ARE is reduced to a) = 0-78, but that the maximum ARE attainable by an 
S-statistic with all weights 1 or 0 is (16/92)t =: 0-83, which is the ARE of 
n 
S;= § Fi nse 
k=1 


iS; involves only 4 comparisons, between the “‘ earliest” and ‘‘ latest’ observations. 
(D. R. Cox and Stuart, 1955) 


ROBUST AND DISTRIBUTION-FREE PROCEDURES 5i1 
31.12 Define the statistic for testing randomness 
B= & sane 


where X is the median of the sample of size n (n even). Show that its ARE against normal 
alternatives is exactly that of S, in Exercise 31.11. 
(D. R. Cox and Stuart (1955); cf. G. W. Brown and Mood (1951) ) 


31.13 N samples, each of size n, are drawn independently from a continuous distribu- 
tion with mean » and variance o*, and the observations ranked from 1 to # in each sample. 
For the Nn combined observations, the correlation coefficient between the variate-values 
and the corresponding ranks is calculated. Show that as N—»>o this tends to 


12(n—1) ° 
.- (St ( SEO= 4} dF (x) 
_ (natyrata 
~ \n+1) 20’ 
where A is Gini’s coefficient of mean difference defined by (2.24) and Exercise 2.9. 
In particular, show that for a normal distribution 


a {() 5) 


C= lim Cy = (3/2)! + 0-98. 


r—>o 


so that 


(Stuart, 1954c) 


31.14 Use (a) the theorem that the correlation between an efficient estimator and 
another estimator is the square root of the estimating efficiency of the latter (cf. (17.61)), 
(b) the relation between estimating efficiency and ARE given in 25.13, (c) Daniels’ 
theorem of Exercise 31.3, and (d) the last result of Exercise 31.13 to establish the results 
for the ARE of the rank correlation coefficient rs (and hence also #) as a test of independence 
(31.48) and as a test of randomness (31.70) ; and also to establish the ARE of Wilcoxon’s 
rank-sum test against normal alternatives (31.117). 


(Stuart, 1954c) 


31.15 Obtain the variance of Wilcoxon’s test statistic given at (31.105) by considering 


the mean of a sample of n, integers drawn from the finite population formed by the first 
n natural numbers. 


(Kruskal and Wallis, 1952-1953) 


31.16 In 31.56 show for the two-sample Wilcoxon test statistic U that whatever the 
parent distribution F,, F:, 


E(U) = nn, 
var U = O(N®), 
where N stands indifferently for 7,, 7,, 7. Hence, as m,, ng —> © with n,/n, fixed, show 
that the test is consistent if p # 4. 
(Pitman, 1948) 


31.17 Show that if two continuous distribution functions differ only by a location- 


shift 6, Wilcoxon’s test statistic can be used to set a distribution-free confidence interval 
for 6 in the manner of 31.49, 
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31.18 For the distribution 
dF = exp(—x)x?-'dx/T(p), O<x< @, p>, 

show that the ARE of the Wilcoxon test compared to the “ Student's ” t-test for a shift 
in location between two samples is 

openae Sok: 

78 BON {(2p— 1) B(p,P)” 

a monotone decreasing function of p. Verify that Ay,; > 1:25 for p < 3. Show that 
as p—>}, Ay,1—> ©, and that as p—> ©, Ay,t—>3/z, agreeing with (31.117). 


31.19. Show that the H-test of 31.71 reduces when k = 2 to the Wilcoxon test with 
critical region equally shared between the tails of the test statistic. 


31.20 Using the result of 25.15 concerning the ARE of two test statistics with limiting 
non-central z? distributions with equal degrees of freedom and only the non-central 
parameter a function of the distance from Ho, establish that the k-sample H-test of 31.71 
has ARE, compared to the standard F-test in the normal case, equal to (31.115). 


31.21 Show that in testing p = 0 for a bivariate normal population, the sample 
correlation coefficient r gives UMPU tests against one- and two-sided alternatives. 


31.22 Show that Wilcoxon’s test has ARE of 1 compared with “‘ Student’s ” ?-test 
against a location-shift for rectangular alternatives. 
(Pitman, 1948) 


CHAPTER 32 
SOME USES OF ORDER-STATISTICS 


32.1 In Chapter 31 we found that simple and remarkably efficient permutation 
tests of certain non-parametric hypotheses are obtained by the use of ranks, reflecting 
the order-relationships among the observations. In this chapter we first discuss the 
uses to which the order-statistics themselves can be put in providing distribution-free 
procedures for the non-parametric problems (5) and (6) listed in 31.13. We then go 
on to consider uses of order-statistics in other (parametric) situations. The reader 
is reminded that the general distribution theory of order-statistics was discussed in 
Chapter 14, and that the theory of minimum-variance unbiassed estimation of location 
and scale parameters by linear functions of the order statistics was given in Chapter 19. 
A valuable general review of the literature of order-statistics was given by Wilks (1948), 
whose extensive bibliography is supplemented by the later one of F. N. David and 
Johnson (1956). 


Sign test for quantiles 
32.2 The so-called Sign test for the value of a quantile of a continuous distribu- 
tion seems to have been the first distribution-free test ever used,“ but the modern 
interest in it dates from the work of Cochran (1937). 
Suppose that the parent d.f. is F(x) and that 
F(X,) =p (32.1) 
so that X, is the p-quantile of the distribution, i.e. the value below which 100p per 


cent of the distribution lies. For any p, 0 < p < 1, the value X, is a location value of 
the distribution. We wish to test the hypothesis 


Hy: X, = Xo, (32.2) 


where xq is some specified value. (If we take xo as our origin of measurement for 
convenience, we wish to test whether X, is zero.) 


32.3 If we have a sample of n observations, we know that the sample distribution 
function will converge in probability to the parent d.f. Let us, then, observe the rela- 
tionship between the order-statistics x, x)... 5%) and the hypothetical value of 
X, to be tested. We simply count how many of the sample observations fall below 
Xo, i.e. the statistic 


S= Eh G@-*0) = E h(o—2) (32.3) 


(*) Todhunter (1865) refers to its use in simple form by John Arbuthnot (Physician to Queen 
Anne, and formerly a mathematics teacher) to support An Argument for Divine Providence taken 
from the constant Regularity observ’d in the Births of both Sexes (1710-1712); Arbuthnot was a 
well-known wit and the author of the satire The Art of Political Lying. 
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where (cf. (31.36) ) 

_fl, z>0, 

Me) 0, 2<0. 
S counts the number of positive signs among the difference (x »—~;,), and hence the 
test based on S is called the Sign test.(°) The distribution of S is at once seen to be 
binomial, for S is the sum of n independent observations on a 0-1 variable h(x»—-x) 
with 
P{h(x9—x) = 1} = P{x < x9} =P, 

say. The hypothesis (32.2) reduces to 

Hy,:P =), (32.4) 
and we are simply testing the value of the binomial parameter P. We may wish to 
consider either one- or two-sided alternatives to (32.4). 

If we specify nothing further about the parent d.f. F(x), it is obvious intuitively 
that we cannot improve on S as a test statistic, and we find from binomial theory (cf. 
Exercise 22.2 and 23.31) that for the one-sided alternative H, : P > p, the critical region 
consisting of large values of S is UMP, while for the two-sided alternative H,: P # p, 
a two-tailed critical region is UMPU. 

In the most important case in practice, when p = } and we are testing the median 
of the parent distribution, we have a symmetrical binomial distribution for S, and the 
UMPU critical region against H, is the equal-tails one. 

A formal proof of these results is given by Lehmann (1959). 


32.4 For small sample size n, therefore, tables of the binomial distribution are 
sufficient both to determine the size of the Sign test and to determine its power against 
any particular alternative value of P, and thus its power function for alternatives H, or 
H,. As n increases, the tendency of the binomial distribution to normality enables us 
to say that (S—n P)/{nP(1—P)}* has a standardized normal distribution. If we use 
a continuity correction as in 31.80 for the discreteness of S, this amounts to replacing 
|S—nP| by |S—nP|—} in carrying out the test. 

In the case of the median, when we are testing P = }, the tendency to normality 
is so rapid that special tables are not really required at all, since we need only compare 


the value of 
(| S—4n|—-4)/(4n') (32.5) 


with the appropriate standardized normal deviate. However, Cochran (1937) and 
Dixon and Mood (1946) provide tables of critical values for the test, the former for 
sample sizes up to 50 and test size « = 0-05 only, and the latter for sample sizes up to 
100 and « = 0-25, 0-1, 0-05 and 0-01. 


Power of the Sign test for the median 
32.5 The Pappecsianats power of the Set test is also easily ascertained by use of 


(*) Because of the continuity of the parent d.f., the event x; = x» can only occur with prob- 
ability zero. If such “‘ ties ” occur in practice, the most powerful procedure is to ignore these 
observations for the purposes of the test, as was shown by Hemelrijk (1952)—cf. 31.81. 
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the normal approximation. Neglecting the continuity correction of 32.4, since this is 
small in large samples, we see that the critical region for the one-tailed test of P = 4 
against P > } is 

S > intdjnt 
where d, is the appropriate normal deviate for a test of size a The power function 
is therefore approximately 


0.(P) = j * creat MPP) Herp {9 SOBER du 
- (ait (2n)"texp(— 41") dt 
“ey 
# (P—4)—44, 
=G wg Doe ’ (32.6) 


where G{x} is the normal d.f. From (32.6), it is immediate that as 2 —> co the power 
— 1 for any P > }, so that the test is consistent. The power function of the two- 
sided ‘‘ equal-tails” test with critical region 


|S—4n| > dj. dnt 
is similarly seen to be 
| (P—3)—4d,, 1 (}-—P)—}d, 
2107) = GL eae {tea AN) op 


which tends to 1 for any P #4 as n—>co. This establishes the consistency of the 
two-sided test against general alternatives. 


Dixon (1953b) tabulates the power of the two-sided Sign test for test sizes « < 0-05, 
« < 0-01, m ranging from 5 to 100 and P = 0-05 (0-05)0-95. MacStewart (1941) gives a 
table of the minimum sample size required to attain given power against given values of P. 


The Sign test in the symmetrical case 

32.6 The power functions (32.6) and (32.7) are expressed in terms of the alter- 
native hypothesis value of P. If we now wish to consider the efficiency of the Sign test 
in particular situations, we must particularize the distribution further. If we return 
to the original formulation (32.2) of the hypothesis, and restrict ourselves to the case 
of the median X,., = M, say, we wish to test 

H,:M=M,. (31.8) 

If the parent distribution function is F(x) as before and the f.f. is f(x), we have for 
the value of P 


P = F(M,) = ie fla)dx. (32.9) 


Suppose that we are interested in the relative efficiency of the Sign test where the 
parent F is known to be symmetrical, so that its mean and median M coincide. We 
may test the hypothesis (32.8) in this situation using as test statistic #, the sample 
mean. If F has finite variance o*, # is asymptotically normal with mean M and 
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variance o?/n, and in large samples it is equivalent to the ‘“ Student's” statistic 
t= sk> M_ 
s/(n—1) 
where s? is the sample variance. For £, we have 
7) 3 
aE El) = 1, 


var (=| M) = o*/n, 


so that 
a 2 
— E(2| my} 
6M n 
var(g| My ot P20) 
For the Sign test statistic, on the other hand, 
E(S|M) = »P = nf" f(x) dex, 
so that 5 
{ee} = af. 
Also 
var (S| M,) = }n. 
Thus 
) 2 
{mg B(Si™) 
aM ' 
aS var(S|M) = 4n{f(M)}*. (32.11) 
From (32.10), (32.11) and (25.27) we find for the efficiency of the Sign test 
Ag,» = 407{f(M)}, (32.12) 


a result due to Pitman. 


32.7. There is clearly no non-zero lower bound to (32.12), as there was to the 
ARE for the Wilcoxon and Fisher~Yates tests in Chapter 31, since we may have the 
median ordinate f(M) = 0. In the normal case, f(M/) = (270%)-!, so (32.12) takes 
the value 2/z. Since we are here testing symmetry about M,, we may use the Wil- 
coxon test, as indicated in 31.78, with ARE 3/z in the normal case and always exceeding 
0-864. There is thus little except simplicity to recommend the use of the Sign test 
as a test of symmetry about a specified median: it is more efficient to test the sample 
mean in such a situation. The Sign test is useful when we wish to test for the median 
without the symmetry assumption. 


Dixon (1953b) tabulates the power efficiency of the two-sided Sign test in the normal 
case (and gives references to earlier work, notably by J. Walsh). He shows that the 
relative efficiency (i.e. the reciprocal of the ratio of sample sizes required by the Sign 
test and the “‘ Student’s ”’ t-test to attain equal power for tests of equal size and against 
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the same alternative—cf. 25.2) decreases as any one of the sample size, test size, or the 
distance of P from } increases. 

Witting (1960) uses an Edgeworth expansion to order n-* and shows that this second- 
order approximation gives results for the ARE little different from (32.12). 


Distribution-free confidence intervals for quantiles 

32.8 The joint distribution of the order-statistics depends very directly upon the 
parent d.f. (cf., e.g., (14.1) and (14.2)) and therefore point estimation of the parent 
quantiles by order statistics is not distribution-free. Remarkably enough, however, 
pairs of order-statistics may be used to set distribution-free confidence intervals for 
any parent quantile. 

Consider the pair of order-statistics x) and x), 7 < s, in a sample of n observa- 
tions from the continuous d.f. F(x). (14.2) gives the joint distribution of F, = F (xj) 
and F, = F(x) as 

'(F,— Fy (1-F "dF, aF, 
aC. = Ber, s—r)B(s, n— -s+1)_ (32.13) 
X,, the p-quantile of F(x), is defined by (32.1). Now the interval (x,),xj)) can only 
cover X, if F, < p < F,, and the probability of this event is simply 


pri 
Ina =f dG.» 
Olp 


where the first integral refers to F,. This is 


pri PP 
Lisa J j 4G,,.-{ dG,» (32.14) 
oJo oJo 
and since F, < F,, (32.14) may be written 
— icc coe (32.15) 
oJo ° 0 


The double integrals on the right of (32.15) are easy to evaluate. In the first of them, 

the integration with respect to F, is over its entire range, and the integration from 

O to p is therefore on the marginal distribution of F,, which by (14.1) is 
Fr-'(1-F,)"-" dF, 

ai a Bir,n-r+1) ’ 

a Beta variate of the first kind whose d.f. is simply an Incomplete Beta Function. 

Hence 


j ; j G4 2 j "4G, = 1,(,2—-1+1). (32.16) 


In the second double integral in (32.15), we make the substitution u = F,/F,, v = F,, 
with Jacobian v, exactly as in 11.9, and find 
Pop = Pp 1 (uv) M(o- uv)?" '(1-v)- “a i do, 
f, [dus = ar B(r,n- r+1) “ys? 
and on integrating out u over its entire range 0 to 1, we are left as before with a marginal 
distribution, this time of F,, to be integrated from 0 to p. Thus 


f. 4Gne * flac. = 1,(s,n—s+1). (32.17) 
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Putting (32.16-17) into (32.15), we have 
Pix < Xs < x} = 1-« = I, (7,n—1+1)—1,(s,n—s+1). (32.18) 


32.9 We see from (32.18) that the interval (x), %.) covers the quantile X, with 
a confidence coefficient which does not depend on F(x) at all, and we thus have a 
distribution-free confidence interval for X,. Since 
I, (a,b) = 1—1,-(b, a), 


we may also write the confidence coefficient as 


1l-« = I,_,(n—s+1,s)—1,-,(n—r+1,r). (32.19) 

By the Incomplete Beta relation with the binomial expansion given in 5.7, (32.19) may 
be expressed as 

l-e= {=-" a 2 =} (7 ote = = eters (32.20) 


where q = 1—p. The confidence coefficient is therefore the sum of the terms in the 
binomial (q¢+p)" from the (r+1)th to the sth inclusive. 
If we choose a pair of symmetrically placed order-statistics we have s = n—r+, 
and find in (32.18-20) 
l-« = I,(r,n—r+1)—-I,(n—r+1,r) 
= 1-{1,,(n—r+1,r)+J,(n—r+1,r)}, (32.21) 


= =F a gt, (32.22) 


so that the confidence coefficient is the sum of the central (n—2r+1) terms of the 
binomial, r terms at each end being omitted. 


32.10 In the special case of the parent median X5.5, (32.21-22) reduce to 
Jae = 1-2yg(n—r4l,r) = 2S (?) (32.23) 
i=? 


a particularly simple form. ‘This confidence interval procedure for the median was 
first proposed by Thompson (1936). Nair (1940) gives tables of the value of r required 
for the confidence coefficient to be as nearly as possible 0-95 and 0-99 for n = 6(1)81, 
and gives the exact value of « in each case. For any values of « and n, the confidence 
coefficient attaching to the interval (xj) %a—r+1)) may be calculated from (32.23), if 
necessary using the Tables of the Incomplete Beta Function. The tables of the binomial 
distribution listed in 5.7 may also be used. Exercise 32.4 gives the reader an oppor- 
tunity to practise the computation. 


Distribution-free tolerance intervals 

32.11 In 20.37 we discussed the problem of finding tolerance intervals for a 
normal d.f. Suppose now that we require such intervals without making assumptions 
beyond continuity on the underlying distributional form. We require to calculate 
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a randomly varying interval (/,u) such that 


P{ [sede > 7} = 6, (32.24) 
t 
where f(x) is the unknown continuous frequency function. It is not obvious that such 
a distribution-free procedure is possible, but Wilks (1941, 1942) showed that the 
order-statistics %;),%j), provide distribution-free tolerance intervals, and Robbins 
(1944) showed that only the order-statistics do so. 
If we write | = x, % = x) in (32.24), we may rewrite it 

PL{F(%w)—F (%m)} 2 7] = B. (32.25) 
We may obtain the exact distribution of the random variable F(x,))— F(x) from 
(32.13) by the transformation 


Y = F(xo)-F (Xm), 


2 = F(x), 
with Jacobian 1. (32.13) becomes 
wt COM Ve yee <t, (32.26) 


B(r,s—r)B(sn—-st1) ’ 
In (32.26) we integrate out 2 over its range (0,1—,), obtaining for the marginal distri- 
bution of y 


rl 


11 n—@ 
B(r,s—r) B(n— one a-t(1-y—az)"' dz, (32.27) 
We put z = (1—y)#, reducing (32.27) to 


yt yn— tt dy -1 aarp 
a Bir,s— st aera A f-(1-2)"~*dt 


aG,_, = 


__ = B(r,n—s+1) 
= f~-1(Joy)yn—ste gy SW PV BT STE) 
Poe" eG Be—s 4) 

Pe sei 0 -y) atr "dy 

B(s—r,n—s+r+1)’ a kd 22) 
Thus y = F(x;.))—F (xq) is distributed as a Beta variate of the first kind. If we put 
r = 0 in (32.28) and interpret F(x, ,) as zero (so that xo) = — 0), (32.28) reduces to 
(14.1), with s written for r. 


32.12 From (32.28), we see that (32.25) becomes 
= Py dy _ 

P{y > y}= f Ree = 8, (32.29) 

which we may rewrite in terms of the Incomplete Beta Function as 
P{F (x%)—F (xm) 2 7} = 1-1, (s—7,2—s+1r41) = B. (32.30) 
The relationship (32.30) for the distribution-free tolerance interval (xj), x,)) contains 
five quantities ; y (the minimum proportion of F(x) it is desired to cover), 8 (the prob- 
ability with which we desire to do this), the sample size , and the order-statistics’ 
positions in the sample, r and s. Given any four of these, we can solve (32.30) for the 

LL 
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fifth. In practice, 8 and y are usually fixed at levels required by the problem, and r 
and s symmetrically chosen, so that s = n—r+1. (32.30) then reduces to 
I,(n—2r+1,2r) = 1-8. (32.31) 
The left-hand side of (32.31) is a monotone increasing function of m, and for any 
fixed £, y, r we can choose n large enough so that (32.31) is satisfied. In practice, we 
must choose 7 as the nearest integer above the solution of (32.31). If 7 = 1, so that 
the extreme values in the sample are being used, (32.31) reduces to 
I,(n—1,2) = 1-8, (32.32) 
which gives the probability 8 with which the range of the sample of n observations 
covers at least a proportion y of the parent d.f. 
The solution of (32.30) (and of its special cases (32.31-32)) has to be carried out 
numerically with the aid of the Tables of the Incomplete Beta Function, or equivalently 
(cf. 5.7) of the binomial d.f. Murphy (1948) gives graphs of y as a function of n for 
B = 0-90, 0-95 and 0-99 and r + Qn —st+ij= 1 (1)6 (2) 10 (5)30 (10) 60 (20) 100 ; these 
are exact for nm < 100, and approximate up to nm = 500. 


Example 32.1 
We consider the numerical solution of (32.32) for 2. It may be rewritten 
COB as 1 Yo n—2(] = L=5 ae al 
1-B = pagnya) | 720-2) = ae-Iy{25-% 


= ny—1—(n-1) y". (32.33) 
For the values of 8, which are required in practice (0-90 or larger, usually), 2 is 
so large that we may write (32.33) approximately as 


—B=ny"(1—-y), 
1f{n-1) 
(E53 cam 
or 
logn+(n—1) logy = log{(1—8)/(1—7)}. (32.35) 


The derivative of the left-hand side of (32.35) with respect to m is 1 tog 7 


and for large m the left-hand side of (32.35) is a monotone decreasing function of x. 
Thus we may guess a trial value of 2, compare the left with the (fixed) right-hand side 
of (32.35), and increase (decrease) n if the left (right) is greater. The value of n satis- 
fying the approximation (32.35) will be somewhat too large to satisfy the exact rela- 
tionship (32.33), since a positive term y" was dropped from the right of the latter, 
and we may safely use (32.35) unadjusted. Alternatively, we may put the solution of 
(32.35) into (32.33) and adjust to obtain the correct value. 


Example 32.2 
We illustrate Example 32.1 with a particular computation. Let us put 
B = y = 0-99. (32.35) is then 
logn+(n—1)log0-99 = 0, 
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the right-hand side, of course, being zero whenever 8 = y. We may use logs to base 
10, since the adjustment to natural logs cancels through (32.35). Thus we have to 
solve 

log 192 —0-00436(n—1) = 0. 
We first guess n = 1000. This makes the left-hand side negative, so we reduce n to 
500, which makes it positive. We then progress iteratively as follows : 


n log 19” 0-00436 (n—1) 
1000 3 4°36 

500 2-6990 2-18 

700 2-8451 3-05 

650 2-8129 2-83 

600 2-7782 2-61 

640 2-8062 2:79 

645 2-8096 2-81 


We now put the value 2 = 645 into the exact (32.33). Its right-hand side is 
645 (0-99)** — 644 (0-99)*5 = 1-004—0-992 = 0-012. 
Its left-hand side is 1— 8 = 0-01, so the agreement is good and we may for all practical 


purposes take n = 645 in order to get a 99 per cent tolerance interval for 99 per cent 
of the parent d.f. 


32.13 We have discussed only the simplest case of setting distribution-free tolerance 
intervals for a univariate continuous distribution. Extensions to multivariate tolerance 
regions, including the discontinuous case, have been made by Wald (1943b), Scheffé and 
Tukey (1945), Tukey (1947-1948), Fraser and Wormleighton (1951), Fraser (1951, 1953), 
and Kemperman (1956). Wilks (1948) gives an exposition of the developments up to 
that date. 


Point estimation using order-statistics 

32.14 As we remarked at the beginning of 31.8, we cannot make distribution-free 
point estimates using the order-statistics because their joint distribution depends 
heavily upon the parent d.f. F(x). We are now, therefore, re-entering the field of 
parametric problems, and we ask what uses can be made of the order-statistics in esti- 
mating parameters. These are two essentially different contexts in which the order- 
statistics may be considered : 


(1) We may deliberately use functions of the order-statistics to estimate parameters, 
even though we know these estimating procedures are inefficient, because of 
the simplicity and rapidity of the computational procedures. (We discussed 
essentially this point in Example 17.13 in another connexion.) In 14.6-7 we 
gave some numerical values concerning the efficiencies of multiples of the 
sample median and mid-range as estimators of the mean of a normal population, 
and also of the sample interquantile range as an estimator of the normal popula- 
tion standard deviation. These three estimators are examples of easily com- 
puted inefficient statistics. 

(2) For some reason, not all the sample members may be available for estimation 


522 THE ADVANCED THEORY OF STATISTICS 


purposes, and we must perforce use an estimator which is a function of only 
some of them. The distinction between (1) and (2) thus essentially concerns 
the background of the problem. Formally, however, we may subsume (1) 
under (2) as the extreme case when the number of sample members not available 
is equal to zero. 


Truncation and censoring 

32.15 Before proceeding to any detail, we briefly discuss the circumstances in which 
sample members are not available. Suppose first that the underlying variate x simply 
cannot be observed in part or parts of its range. For example, if x is the distance from 
the centre of a vertical circular target of fixed radius R on a shooting range, we can only 
observe x for shots actually hitting the target. If we have no knowledge of how many 
shots were fired at the target (say, n) we simply have to accept the m values of x observed 
on the target as coming from a distribution ranging from 0 to R. We then say that 
the distribution of x is truncated on the right at R. Similarly, if we define y in this 
example as the distance of a shot from the vertical line through the centre of the target, 
y may range from —R to +R and its distribution is doubly truncated. Similarly, we 
may have a variate truncated on the left (e.g. if observations below a certain value are 
not recorded). Generally, a variate may be multiply truncated in several parts of its 
range simultaneously. A truncated variate differs in no essential way from any other 
but it is treated separately because its distribution is generated by an underlying un- 
truncated variable, which may be of familiar form. Thus, in Exercise 17.27, we con- 
sidered a Poisson distribution truncated on the left to exclude the zero frequency. 

Tukey (1949) and W. L. Smith (1957) have shown that truncation at fixed points does 
not alter any properties of sufficiency and completeness possessed by a statistic. 


32.16 On the other hand, consider our target example of 32.15 again, but now 
suppose that we know how many shots were fired at the target. We still only observe 
m values of x, all between O and R inclusive, but we know that n—m = r further 
values of x exist, and that these will exceed R. In other words, we have observed the 
first m order-statistics x), ..., Xm in a sample of size n. The sample of x is now 
said to be censored on the right at R. (Censoring is a property of the sample whereas 
truncation is a property of the distribution.) Similarly, we may have censoring on the 
left (e.g. in measuring the response to a certain stimulus, a certain minimum response 
may be necessary in order that measurement is possible at all) and double censoring, 
where the lowest r, and the highest r, of a sample of size are observed, only the other 
m = n—(r,+1r,) being available for estimation purposes. 

There is a further distinction to be made in censored samples. In the examples 
we have mentioned, the censoring arose because the variate-values occurred outside 
some observable range; the censoring took place at certain fixed points. This is 
called Type I censoring. Type II censoring is said to occur when a fixed proportion 
of the sample size n is censored at the lower and/or upper ends of the range of x. In 
practice, Type II censoring often occurs when x, the variate under observation, is a 
time-period (e.g., the period to failure of a piece of equipment undergoing testing) and 
the experimental time available is limited. It may then be decided to stop when the 
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first m of the n observations are to hand. It follows that Type II censoring is usually 
on the right of the variable. 

From the theoretical point of view, the prime distinction between Type I and 
Type II censoring is that in the former case m (the number of observations) is a random 
variable, while in the latter case it is fixed in advance. The theory of Type II cen- 
soring is correspondingly simpler. 

Of course, single truncation or censoring is merely a special case of double trunca- 
tion or censoring, where one terminal of the distribution is unrestricted, while an 
“* ordinary ” situation is, so to speak, the doubly extreme case when there is no restric- 
tion of any kind. 


32.17 There is by now an extensive literature on problems of truncation and 
censoring. To give a detailed account of the subject would take too much space. We 
shall therefore summarize the results in sections 32.17-22, leaving the reader who is 
interested in the subject to follow up the references. We classify estimation problems 
into three main groups. 


(A) Maximum Likelihood estimators 

A solution to any of the problems may be obtained by ML estimation ; the likeli- 
hood equations are usually soluble only by iterative methods. For example if a con- 
tinuous variate with frequency function f(x|6) is doubly truncated at known points 
a,b, with a < b, the LF if n observations are made is 


Enel) = It feet /{ [’ s0el yas}, (32.36) 


the denominator in (32.36) arising because the truncated variate has f.f. 


f¢e10) / {" Fee1o)ae 


(32.36) can be maximized by the usual methods. 
Consider now the same variate, doubly censored at the fixed points a,b, with r, 
small and r, large sample members unobserved. For this Type I censoring, the LF is 


—1- 


La(wl0) = {f" seelnae}" TH seem {f>feimas}", 62.37 


i=m1 
and r, and r, are, of course, random variables. 
On the other hand, if the censoring is of Type II, with r, and r, fixed, the LF is 


Ln(s16) <{f" peeias}" "Tsoi { {> sfclenas}". 2.38) 


(32.37) and (32.38) are of exactly the same form. They differ in that the limits of 
integration are random variables in (32.38) but not in (32.37), and that r,,r, are ran- 
dom variables in (32.37) but not in (32.38). Given a set of observations, however, the 
formal similarity permits the same methods of iteration to be used in obtaining the 
ML solutions. Moreover, as n—>0o, the two types of censoring are asymptotically 
equivalent. 


524 THE ADVANCED THEORY OF STATISTICS 


One of the few general investigations in this field is that of Halperin (1952a) who 
showed, under regularity conditions similar to those of 18.16 and 18.26, that the ML 
estimators of parameters from Type II censored samples are consistent, asymptoticall, 
normally distributed, and efficient—cf. Exercise 32.15. 

Hartley (1958) gives a general method for iterative solution of likelihood equations 
for incomplete data (covering both truncation and censoring) from discrete distributions. 


(B) Minimum variance unbiassed linear estimators 

A second approach is to seek the linear function of the available order statistics 
which is unbiassed with minimum variance in estimating the parameter of interest. 
To do this, we use the method of LS applied to the ordered observations. We have 
already considered the theory when all observations are available in 19.18-21, and this 
may be applied directly to truncated situations, provided that the expectation vector 
and dispersion matrix of the order-statistics are calculated for the truncated distribution 
itself and not for the underlying distribution upon which the truncation took place. 
The practical difficulty here is that this dispersion matrix is a function of the trunca- 
tion points a,b, so that the MV unbiassed linear function will differ as a and 6 vary. 
There has been little or no work done in this field, presumably because of this difficulty. 

When we come to censored samples, a difficulty persists for Type I censoring, since 
we do not know how many order-statistics will fall within the censoring limits (a, b). 
Thus an estimator must be defined separately for every value of r, and r, and its expec- 
tation and variance should be calculated over all possible values of r, and r, with the 
appropriate probability for each combination. Again, we know of no case where this 
has been done. However, for Type II censoring, the problem does not arise, since 
r, and r, are fixed in advance, and we always know which (n—r,—r,) order-statistics 
will be available for estimation purposes. Given their expectations and dispersion 
matrix, we may apply the LS theory of 19.18-21 directly. Moreover, the expecta- 
tions and the dispersion matrix of all 2 order-statistics need be calculated only once 
for each . For each r,,r, we may then select the (n—r,—71,) expectations of the 
available observations and the submatrix which is their dispersion matrix. 


(C) Simpler methods of estimation 

Finally, a number of authors have suggested simpler procedures to avoid the com- 
putational complexities of the ML and LS approaches. The most general results 
have been obtained by Blom (1958), who derived “nearly” unbiassed ‘ nearly ” 
efficient linear estimators, as did Plackett (1958), who showed that the ML estimators 
of location and scale parameters are asymptotically linear, and that the MV linear 
unbiassed estimators are asymptotically normally distributed and efficient. Thus, 
asymptotically at least, the two approaches draw together. 


32.18 We now briefly give an account of the results available for each of the 
principal distributions which have been studied from the standpoint of truncation and 
censoring ; the numerical details are too extensive to be reproduced here. 
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The normal distribution 

ML estimation of the parameters of a singly or doubly truncated normal distribu- 
‘cion has been recently discussed by Cohen (1950a, 1957), who gives graphs to aid the 
iterative solution of the ML equations ; Cohen and Woodward (1953) give tables for 
ML estimation in the singly truncated case, for which Hald (1949) and Halperin 
(1952b) had provided graphs. Hald (1949), Halperin (1952b) and Cohen (1957) also 
give graphs for ML estimation in singly Type I censored samples, while Gupta (1952) 
gives tables for ML estimation in singly Type II censored samples. 

Type II censoring has been discussed from the standpoint of MV unbiassed linear 
estimation by Gupta (1952), and by Sarhan and Greenberg (1956, 1958), who give 
tables of the coefficients for these optimum estimators for all combinations of tail cen- 
soring numbers r, and ry, and 2 = 1(1)15. The latter authors (1958) also state that 
the tables have been extended (unpublished) to 2 = 20. Gupta (1952) gives a simpli- 
fied method of estimation for the Type II censoring situation, which assumes that the 
dispersion matrix of the order statistics is the identity matrix. He showed this to be 
remarkably efficient (in the sense of relative variance compared to the MV linear esti- 
mator) with more than 84 per cent efficiency always for = 10 and single censoring ; 
Sarhan and Greenberg (1958) showed that the efficiency of this alternative method is 
even higher with double censoring, being always over 92 per cent for 2 = 15. The 
linearized ML estimators proposed by Plackett (1958) never have efficiency less than 
99-98 per cent for nm = 10. Dixon (1957) shows that for estimating the mean of the 
population, the very simple unweighted estimator 

1 *! 
“9-22, 
never has efficiency less than 99 per cent for 2 = 2(1)20, and presumably for n > 20 
also, while the mean of the “‘ best two ” observations (i.e. those whose mean is unbiassed 
with minimum variance) has efficiency falling slowly from 86-7 per cent at n = 5 to 
its asymptotic value of 81 per cent. The “ best two” observations are approximately 
Xwerm and Xo73n) (cf. Exercise 32.14). Similar simple estimates of the population 
standard deviation o are given by unbiassed multiples of the statistic 


ua {tui *o)}s 


the summation containing 1, 2, 3, or 4 values of 7. The best statistic of this type never 
has efficiency less than 96 per cent in estimating o. 

Dixon (1960) shows that if ¢ observations are censored in each tail, the estimator 
of the mean 


1 a-i-t . 
My = ~ ("= xo + (+1) Hor +H4-0)| 


has at least 99-9 per cent efficiency compared with the MV unbiassed linear estimator, 
and that for single censoring of observations (say, to the right) the similar estimator 


1 , _ 
m, = atazil a x +(§+1) seo tax) 


with a chosenon make m, unbiassed, is at least 96 per cent efficient. 
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Walsh (1950a) shows that estimation of a percentage point of a normal distribution 
by the appropriate order-statistic is very efficient (although the estimation procedure 
is actually valid for any continuous d.f.) for Type II single censoring when the great 
majority of the sample is censored. 

Finally, Saw (1959) has shown that in singly Type II censored samples, the popula- 
tion mean can be estimated with asymptotic efficiency at least 94 per cent by a properly 
weighted combination of the observation nearest the censoring point (x,) and the simple 
mean of the other observations, and the population standard deviation estimated with 
asymptotic efficiency 100 per cent by using the sum and the sum of squares of 
the other observations about x,. Saw gives tables of the appropriate weights for 
n < 20. 

Grundy (1952) made what seems to have been the only study of truncation and 
censoring with grouped observations. 


32.19 The exponential distribution 


The distribution f(x) = exp{—(x—y)/o}/o, “ < x < oo, has been studied very 
fully from the standpoint of truncation and censoring, the reason being its importance 
in studies of the durability of certain products, particularly electrical and electronic 
components. A very full bibliography of this field of life testing is given by Menden- 
hall (1958). 

ML estimation of o (with « known) for single truncation or Type I censoring on 
the right is considered by Deemer and Votaw (1955)—cf. Exercise 32.16. Their 
results are generalized to censored samples from mixtures of several exponential dis- 
tributions by Mendenhall and Hader (1958). For Type II censoring on the right, the 
ML estimator of o is given by Epstein and Sobel (1953), and the estimator shown to 
be also the MV unbiassed linear estimator by Sarhan (1955)—cf. Exercises 32.17-18. 

Sarhan and Greenberg (1957) give tables, for sample sizes up to 10, of the coeffi- 
cients of the MV unbiassed linear estimators of o alone, and of («,¢) jointly, for all 
combinations of Type II censoring in the tails. 


32.20 The Poisson distribution 


Cohen (1954) gives ML estimators and their asymptotic variances for singly and 
doubly truncated and (Type I) censored Poisson distributions, and discusses earlier, 
less general, work on this distribution. Cohen (1960b) gives tables and a chart for 
ML estimation when zero values are truncated. Tate and Goen (1958) obtain the 
MV unbiassed estimator when truncation is on the left, and, in the particular case 
when only zero values are truncated, compare it with the (biassed) ML estimator and 
a simple unbiassed estimator suggested by Plackett (1953)—cf. Exercises 32.20 and 
32.22. 

Cohen (1960a) discusses ML estimation of the Poisson parameter and a parameter 9, 
when a proportion @ of the values “1” observed are misclassified as “0,” and the 
same author (1960c) gives the ML estimation procedure when the zero values and 
(erroneously) some of the ‘‘ 1” values have been truncated. 
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32.21 Other distributions 
For the Gamma distribution with three parameters 
aF = sper (—a(s—w)Ha(e—w) Pd a(e—M)} 

Chapman (1956) considers truncation on the right, and proposes simplified estimators 
of («, 8) with « known and of (c, 8,4) jointly. Cohen (1950b) had considered estima- 
tion by the method of moments in the truncated case. Des Raj (1953) and Den Broeder 
(1955) considered censored and truncated situations, the latter paper being concerned 
with the estimation of « alone with restriction in either tail of the distribution. 

Finney (1949) and Rider (1955) discuss singly truncated binomial and negative 
binomial distributions. 


Tests of hypotheses in censored samples 


32.22 In distinction from the substantial body of work on estimation discussed 
in 32.17-21, very little work has so far been done on hypothesis-testing problems for 
truncated and censored situations. Epstein and Sobel (1953) and Epstein (1954) 
discuss tests for censored exponential distributions ; F. N. David and Johnson (1954, 
1956) give various simple tests for censored normal samples based on sample medians 
and quantiles. 

Very recently, Halperin (1960) has extended the Wilcoxon test to the case of two 
samples singly (Type I) censored at the same point, giving the mean and variance, 
and showing that the asymptotic normal distribution is an adequate approximation 
when no more than three-quarters of the samples are censored. Exact tables are given 
for sample sizes up to 8. The test is shown to be distribution-free and consistent 
against a very general class of continuous alternatives. 


Outlying observations 

32.23 In the final sections of this chapter, we shall briefly discuss a problem which, 
at some time or other, faces every practical statistician, and perhaps, indeed, most 
practical scientists. The problem is to decide whether one or more of a set of obser- 
vations has come from a different population from that generating the other observa- 
tions ; it is distinguished from the ordinary two-sample problem by the fact that we 
do not know in advance which of the set of observations may be from the discrepant 
population—if we did, of course, we could apply two-sample techniques which we 
have discussed in earlier chapters. In fact, we are concerned with whether ‘‘ con- 
tamination ” has taken place. 

The setting in which the problem usually arises is that of a suspected instrumental 
or recording error; the scientist examines his data in a general way, and suspects 
that some (usually only one) of the observations are too extreme (high, or low, or both) 
to be consistent with the assumption that they have all been generated by the same 
parent. What is required is some objective method of deciding whether this suspicion 
is well-founded. We deal mainly with the case where a single such “ outlying” 
observation is suspected. 
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32.24 Because the scientist’s suspicion is produced by the behaviour in the tails 
of his observed distribution, the “‘ natural ” test criteria which suggest themselves are 
based on the behaviour of the extreme order-statistics, and in particular on their devia- 
tion from some measure of location for the unsuspected observations ; or (especially 
in the case where “‘ high” and “‘low” errors are suspected) the sample range itself 
may be used as a test statistic. Thus, for example, Irwin (1925) investigated the 
distribution of (x(,)—<x(,-»)/o in samples from a normal population, and ‘‘ Student” 
(1927) recommended the use of the range for testing outlying observations. 

Since these very early discussions of the problem, a good deal of work has been done 
along the same lines, practically all of which considers only the case of a normal parent. 
Now it is clear that the distribution of extreme observations is sensitive to the parental 
distributional form (cf. Chapter 14), so that these procedures are very unlikely to 
be robust to departures from normality, but it is difficult in general to do other than 
take a normal parent—the same objection on grounds of non-robustness would lie for 
any other parent. A very full discussion of the problem and of the criteria which have 
been proposed is given by Dixon (1950), who examined the power of the various pro- 
cedures against the alternative hypotheses of a (one-sided) location shift or a scale- 
shift in the normal parent. The power comparisons were based on sampling experi- 
ments with between 66 and 200 sets of observations in each case. The conclusions 
were: 


(1) that if the population standard deviation o is known, the statistics u and w 
defined by 


y= tT# (or 2-4), wo = *~%0) (32.39) 
o o o 


are about equally powerful—u is the standardized extreme deviate. 
(2) that if o is unknown, the situation is more complex, and ratios of the form 
xT FO | (32.40) 
*(n—2) — *) 
where r and s are small integers, are most efficient, with various values of r and s 


for different situations. (These ratios are more fully discussed by Dixon 
(1951).) The studentized extreme deviate 


PM ss (o 2=*0), (32.41) 
$ s 


where s is the sample standard deviation, is equally efficient if the contamination 
error is in only one direction. 


32.25 The Biometrika Tables include a table of percentage points of the distribu- 
tion of t, of (32.41) in the case where s is obtained from an independent sample (as well 
as a table of the distribution of u in (32.39). Further tables are given by Nair (1948, 
1952), some of whose values are amended by H. A. David (1956), who also extended 
the range of the tables, as did Pillai (1959), using results of Pillai and Tienzo 
(1959). 

Halperin et al. (1955) tabulate upper and lower bounds for the upper 5 per cent 
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and 1 per cent points of the distribution of the studentized maximum absolute deviate 
d = max {29—* F—¥w (32.42) 
5” -s : 
under a similar restriction on s. 
The Biometrika Tables also give percentage points of the studentized range 

q= Foo, (32.43) 
s again being independent of the numerator. Slightly corrected values for the upper 
5 and 1 percentiles are given in an Editorial supplement to the paper by Pachares 
(1959) which gives upper 10 percentiles of the distribution. If such an independent 
estimate s is available, Dixon (1953a) recommends statistics (32.41) and (32.43) as the 
best available tests in the one- and two-sided situations respectively. He goes on to 
discuss the optimum estimation of normal population parameters if the degree of con- 
tamination by location or scale shift is known to some extent. Dixon (1950) describes 
the tables which have been prepared for other criteria and gives further references. 
The case where s is derived from the same sample as #, xi») and xq) (and hence is 
not independent of the numerator of (32.41)) is discussed by Thompson (1935) and 
by E. S. Pearson and Chandra Sekar (1936). H. A. David et al. (1954) tabulate the 

percentiles of the distribution of (32.43) in this case. 
Anscombe (1960) investigated the effect of rejecting outlying observations on sub- 

sequent estimation, mainly in the case where the parent ¢ is known. 


Bliss et al. (1956) gave a range criterion for rejecting a single outlier among & normal 
samples of size n, with tables for 2 = 2(1)10, & = 2(1) 10, 12, 15, 20. 


Non-normal situations 

32.26 One of the few general methods of handling the problem of outlying obser- 
vations is due to Darling (1952), who obtains an integral form for the c.f. of the dis- 
tribution of 

ei “ 

re (32.44) 
where the m observations x; are identical independent positive-valued variates with a 
fully specified distribution. In particular cases, this c.f. may be inverted. Darling 
goes on to consider the case of y? variates in detail ; we shall be returning to this prob- 
lem in connexion with the Analysis of Variance in Volume 3. Here, we consider only 
the simpler case of rectangular variates, where Darling’s result may be derived directly. 

Suppose that we have observations x,,x3,...,%*, rectangularly distributed on the 
interval (0,4). ‘Then we know from 17.40 that the largest observation x(,) is sufficient 
for 0, and from 23.12 that x,,) is a complete sufficient statistic. By the result of Exer- 
cise 23.7, therefore, any statistic whose distribution does not depend upon 6 will be 
distributed independently of x). Now clearly z, as defined at (32.44) is of degree 
zeroin@. Thus 2, is distributed independently of x,,, and the conditional distribution 
of 2, given x(,) is the same as its unconditional (marginal) distribution. But, given xj), 
any xj) (i < n) is uniformly distributed on the range (0, x;,)). Thus xj)/x@), given Xn); 
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is uniformly distributed on the range (0, 1) and we see from (32.44) that z, is distributed 
exactly like the sum of (n—1) independent rectangular variates on (0,1) plus the 
Xn) 
Bic) 

Since we have seen in Example 11.9 that the sum of ” independent rectangular 
variates tends to normality (and is actually close to normality even for 1 = 3), it fol- 
lows that z, is asymptotically normally distributed with mean and variance exactly 
given by 


constant 1( = 


E(2q) = (#—1)$+1 = 3(#+1), . 

varz, = (n—1) 7s. G25) 
Small values of z, (corresponding to large values of x,,)) form the critical region for 
the hypothesis that all n observations are identically distributed against the alternative 
that the largest of them comes from an “ outlying ” distribution. 


32.27 Darling’s result may be used to test an “‘ outlier” for any fully specified 
parent by first making a probability integral transformation (cf. 30.36) of the observa- 
tions, thus reducing the problem to a rectangular distribution on (0,1). The smallest 
value x) may similarly be tested by taking the complement to unity of these rect- 
angular variates and testing x(q) as before. This is of particular interest when the n 
variates are all y? with r degrees of freedom, in the context referred to at the beginning 
of 32.26. 


32.28 Finally, we refer to the possibility of using distribution-free methods to 
solve the “ outlier” problem without specific distributional assumptions. It is clear 
that, if the extreme observations are under suspicion, this would automatically stultify 
any attempt to use an ordinary two-sample test based on rank order, such as were 
discussed in Chapter 31, for this problem. However, if we are prepared to make the 
assumption of symmetry in the (continuous) parent distribution, we are in a position 
to do something, for we may then compare the behaviour of the observations in the 
suspected “‘ tail” of the observed distribution with the behaviour in the other “ tail” 
which is supposed to be well behaved. E.g., for large n, we may consider the absolute 
deviations from the sample mean (or median) of the & largest and k smallest observa- 
tions, rank these 2k values, and use Wilcoxon’s test to decide whether they may be 
regarded as homogeneous. The test will be approximate, since the centre of sym- 
metry is unknown and we estimate it by the sample mean or median, but otherwise 
this is simply an application of the test of symmetry of 31.78 to the tails of the distri- 
bution. If is reasonably large, and & large enough to give a reasonable choice of test 
size a, the procedure should be sensitive enough for practical purposes. If k is 4, e.g., 
we may have as test sizes multiples of 1 j (4) = ef 

Essentially similar, but more complicated, distribution-free tests of whether a group 
of 4 or more observations are to be regarded as ‘‘ outliers” have been proposed by 
Walsh (1950b). 


SOME USES OF ORDER-STATISTICS 531 


EXERCISES 


32.1 For a frequency function f(x) which is non-increasing on either side of its 
median M, show that the ARE of the Sign test compared to “‘ Student’s ” ¢-test, given 
at (32.12), is never less than }, and attains this value when f(x) is rectangular. 

(Hodges and Lehmann, 1956) 


32.2 Show that if n independent observations come from the same continuous distri- 
bution F(x), any symmetric function of them is distributed independently of any function 
of their rank order. Hence show that the Sign test and a rank correlation test may be 
used in combination to test the hypothesis that F(x) has median My, against the alternative 
that either the observations are identically distributed with median # M, or the median 
trends upwards (or downwards) for each succeeding observation. 

(Savage, 1957) 


32.3. Obtain the result (32.12) for the ARE of the Sign test for symmetry from the 
efficiency of the sample median relative to the sample mean in estimating the centre of a 
symmetrical distribution (cf. 25.13). 


32.4 In setting confidence intervals for the median of a continuous distribution using 
the symmetrically spaced order-statistics xi) and x(,—r+1), show from (32.23) that for 
n = 30, the values of r shown below give the confidence coefficients shown : 


r 1l-a 

8 0-995 

9 0-98 
10 0-96 
11 0-90 
12 0-80 
13 0-64 
14 0-42 
15 0-14 


32.5 Show that in testing the hypothesis H,:@ = 6, against the alternative 
H,:6 = 6, > 6, for a sample of n observations from 


aF = jexp{—|x-6|}dx, - Oo <x < om, 


the one-tailed Sign test is asymptotically most powerful. 
(Cf. Lehmann, 1959) 


32.6 Show from Example 32.1 that the range of a sample of size n = 100 from a 
continuous distribution has probability exceeding 0-95 per cent covering at least 95 per 
cent of the parent d.f., but that if we wish to cover at least 99 per cent with probability 
0-95, n must be about 475 or more. 


32.7 Show from Example 32.1 that if we wish to find a distribution-free tolerance 
interval for a proportion y of a continuous d.f., with probability 8 near 1, a small increase 


in B from £, to B, requires an increase in sample size from n, to mm m(i) 
Pi, 


approximately. 

32.8 F(x|0) is any continuous df., F(a]@)=0, F(b]@)=1, and values 
Ao» A1,-- +5 An4a are defined by F(:| 6) = ai where 6, is the true value of 0. Con- 
sider a sample of n observations, and divide the sample space into (n+1)" parts, with 
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probabilities P,,r = 1, 2,...,(a+1)", by the planes x; = 4;,i = 1,2,...";7 =0,1,.... 
n+1. If t is any asymptotically unbiassed estimator of 0, and f, its value at some arbi- 
trarily chosen point in the rth of the (n+1)* parts of the sample space, show that, as 


OE dee ilesbin ["Z((@), -@SJT 


(Blom, 1958) 


32.9 Show that if = is a continuous function of x within the range of x and tends 


to zero at its extremities, and the integral #(*a) > 0 exists, where f is the ff. 


mee then the asymptotic lower bound to the variance of an unbiassed estimator 


given in Exercise 32.8 reduces to the MVB (17.24). 


32.10 Show that in estimating the mean of a rectangular distribution of known 
range, the result of Exercise 32.8 gives an asymptotic bound (2n*)-! for the variance, 
and that this is attained by the sample midrange ¢ = $(x(1)+%a))- 


32.11 Show that if %, considered as a function of x, has a denumerable number of 


discontinuities, and E C er exists, the asymptotic variance bound of Exercise 32.8 


is of order n-*. 
(Blom, 1958) 
32.12 For samples of size n from the logistic distribution 
dF = e*dx/(1 + e-*)*, -%<x<a, 
show that the c.f. of the rth order-statistic x7) is 
_ V+) (n—r+1—it) 

$= Per @—rtl) 

and hence that its cumulants are, for r > }(n+1), 


ral 1 

mae s=n—r+1 s i 

Pad r-1 1 "271 

=>- + 2 i 
ns (23 a-l ») 
53 1 

aa ann—r+l s P 

224 r—1 1 ward 
a oe (Za ff a) 


(@lackett, 1958) 


32.13 A continuous distribution has d.f. F(x) and é is defined by F($) = p. Show 
by expanding x in a Taylor series about the value E{x;,)} that in samples of size n, as 
n—>o with 7 = [np], 

E(xp) = p+ O(n") 
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and that 
FLE (y+) }-FLEt%o}) = 24000. 
(Plackett, 1958) 


32.14 Show that in samples from a normal population, if we estimate the mean 4 by 
t= U(x@txu-i+), 
we obtain minimum variance asymptotically by choosing i = 0-2703n. Similarly, if we 
estimate o by 


1 
§ = 7 @@—itn—X) 


show that we obtain minimum variance when i = 0-0692n. 


(Benson, 1949; the results were first given by Karl Pearson 
in 1920—cf. also Moore (1956)) 


32.15 Show (cf. (32.37-38)) that censoring has the effect of attaching a discrete 
probability to the original parent distribution f(x|@) in each range where censoring 
takes place. Hence show that, e.g. for Type I censoring above a fixed point x», the 
asymptotic variance of the ML estimator of 6 is 


mins fell Career) 


P= [ose 


where 


(cf. Halperin (1952a)) 


32.16 Show that for a sample of (+m) observations from 
dF = 6e—*, O<x<w; 6>0, 
n of which are measured between 0 and a fixed value x9, and m of which are Type I 
censored, having values greater than xo, the ML estimator of @ is 


6= »/ z xormes} 
i= 


vb ~% / —exp(-6x,)}, 


so that the asymptotic variance of 6 is a monotonic decreasing function of x,. 
(Deemer and Votaw, 1955) 


and that 


32.17 In Exercise 32.16, show that if the censoring is Type II, with a fixed number 
m of the sample order-statistics censored on the right, show that the ML estimator of 
A= 1/0 is 


1 n 
is i E xo+man} 


and that its asymptotic variance is 


var in 2B/n. 
(Epstein and Sobel, 1953) 
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32.18 In Exercise 32.17, show that the variance of i is exact for any value of «= 


and that A is the MV unbiassed linear estimator of 4. 
(Sarhan, 1955) 


32.19 Show that if a Poisson distribution with parameter 6 is truncated on the right. 


there exists no unbiassed estimator of 0. 
(Tate and Goen, 1958) 


32.20 Show that if a Poisson distribution is truncated at the value zero, its parameter 
6 may be estimated unbiassedly by the statistic 


t= 1s, 
n 
the summation being of all values of x 2 2. Show that 


exactly. 
(Plackett, 1953) 


32.21 For a sample of n observations, x,, show that 


z rd ae+"D, an 
ee rtd 
where 
r 
Bp = 1X41) % x r=1,2,...,-1, 
= 


and hence, applying the Helmert transformation of Example 11.3 to the n order-statistics 
in the form 

Ye = ar/{r(r+1)}t, or =1,2,..., 0-1, 

yn = nbz, 
sity that in samples from a standardized normal population the joint frequency function 
of a, is 


hQn-te Mere { 1S strvir+s}, O <8, < ay <1. < tay = m(xn)—2) 
Defining the functions 
= 1 “ 
Gute) = [exw { arpa ppOrHde, Ga) =, 


show that the distribution function of u = (x,—), say P»(u), satisfies the relationship 
Pp(u) = nk (22)-H—DG_, (mu). 
(Nair (1948); McKay (1935) had obtained an equivalent result) 


32.22 In Exercise 32.20, show that the ML estimator is a root of 
6/1 —e-*) = & 
where £ is the observed mean, and that 


var 6 ~a —e-%)*/{1 —(0 +1) e-9}. 


Hence show that 


lim a var 6 = 2, lim nvar6 = 1, 
6-0 Oro 


and that n var 6 never lies outside these limits. 
(cf. Cohen, 19605) 
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32.23 Show that the ML estimator in Exercise 32.22 may be expressed as 
$ (-1y? oo 


6 =8+ 2 aes 


z- > Teety 


(Irwin, 1959) 


32.24 In Exercise 32.20, show that an estimate of the number of observations including 
the missing values is given by the ratio (© x)*/Xx(x—1), where the summations are over 
values from 1 to «©. Hence show how @ may be estimated iteratively. 

(Irwin, 1959; the method is due to A. G. McKendrick) 


CHAPTER 33 
CATEGORIZED DATA 


33.1 For most of this book, we have been concerned with the analysis of measured 
observations, but in Chapter 31 we investigated the use of rank order statistics in testing 
hypotheses ; such statistics may be constructed from measured observations or, alter- 
natively, may be obtained from the ranks of the observations if no measurements are 
available or even possible. In the present chapter, we shall discuss categorized data ; 
by this we mean data which are presented in the form of frequencies falling into certain 
categories or classes. We have, of course, discussed the problems of grouping variate- 
values into classes, e.g. in connexion with the calculation of moments. There, how- 
ever, the grouping was undertaken as a matter of computational convenience or neces- 
sity, and we were in any case largely concerned with univariate situations ; here, we 
specifically confine ourselves to problems arising in connexion with the statistical 
relationships (whether of dependence or interdependence) between two or more “ vari- 
ables ” expressed in categorized form. We have put quotes on the word “ variables ” 
because it is to be interpreted in the most general sense. 

A categorized “ variable ” may simply be a convenient classification of a measurable 
variable into groups, in the manner already familiar to us. On the other hand, it may 
not be expressible in terms of an underlying measurable variable at all. For example, 
we may classify men by (a) their height, (b) their hair colour, (c) their favourite film 
actor ; (a) is a categorization of a measurable variable, but (b) and (c) are not. There 
is a further distinction between (b) and (c), for hair colour itself may be expressed on 
an ordered scale, according to pigmentation, from light to dark ; this is not so for (c). 
Although, of course, one could impose various types of classifications upon the film 
actors named, the actors are intrinsically not ordered in any way. We refer to (b) as 
an ordered classification or categorization, and (c) as an unordered one. As an extreme 
case of an unordered classification, we may consider a classification which is simply a 
labelling of different samples (which we wish to compare in respect of some other 
variable). 


33.2 There is a further point to be borne in mind : on occasion, the two variables 
being investigated may simply be the same variable observed on two different occa- 
sions (e.g. before and after some event) or on two related samples (e.g. father and son, 
husband and wife, etc.). We shall refer to such a situation as one with identical cate- 
gorizations. Identical categorizations may, of course, be of any of the types (a), (b) 
or (c) in 33.1. 


Association in 2 x 2 tables 
33.3 Historically, a very large part of the literature on categorized variables has 
been concerned with the problems of measurement and testing of the interdependence 
of two such variables, or, as it is generally known, the problem of association. We 
536 
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leave aside entirely the problem of estimating interdependence in the case where the 
form of underlying measurable variables is known or assumed—this has been dis- 
cussed for the bivariate normal case in 26.27-33. In other words, we confine ourselves 
to non-parametric problems. 


33.4 Consider in the first place a population classified according to the presence 
or absence of an attribute A. The simplest kind of problem in interdependence 
arises when there are two attributes A, B, and if we denote the absence of A by « and 
the absence of B by , the numbers falling into the four possible sub-groups may, 
in an obvious notation, be represented by 


B not-B | Torats 
A | (4B) (48) | (A) 
not-A | (@B) (#8) |_—@) 


(B) (6) | on 
We shall often write this 2x 2 table (sometimes called a fourfold table) in a form 
which has already occurred at (26.58) : 
a 6 i atb 
¢ d ,c+d (33.2) 


(33.1) 


Tortats 


If there is no association between A and B, that is to say, if the possession of A is 
irrelevant to the possession of B, there must be the same proportion of A’s among 
the B’s as among the not-B’s. Thus, by definition, the attributes are independent(*) 
in this set of observations if 


ee ee (33.3) 
It follows that 


8 thi ORE (33.4) 


©) It would perhaps be better to use a neutral word like ‘“‘ unassociated ” rather than “ inde- 
pendent ’’ to describe the relationship (33.3), since it does not imply (though it is implied by) 
the stochastic independence of numerical variables which may have generated the 2 x 2 table. 
The distinction we are making is precisely analogous to that between lack of correlation and 
independence—cf. 26.10. However, historical usage is against us here, and in any case there is 
some danger of confusion between “‘ unassociated ” and “ dissociated,” to be defined at the 
end of 33.4. We shall therefore continue to use “ independence,” as applied to categorized 
variables, to mean “ lack of association.” 
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(33.3) may be rewritten 


ox er Vere) (33.3) 
If now, in any given table, 
as eter, (33.6) 


there are relatively more A’s among the B’s than among the not-B’s, and we shall 
say that A and B are positively associated, or simply associated. Per contra, if 


we nies (33.7) 
we shall say that A and B are negatively associated or dissociated. 


Example 33.1 

The following table (Greenwood and Yule, 1915, Proc. Roy. Soc. Medicine, 8, 
113) shows 818 cases classified according to inoculation against cholera (attribute 4) 
and freedom from attack (attribute B). 


| Not attacked Attacked | ToTats 
Inoculated 276 3. | 279 
Not-inoculated 473 66 =| 539 
Torats 1 749 69 818 


If the attributes were independent, the frequency in the inoculated-not-attacked 
es 2. 255. The observed frequency is greater than this and 


hence inoculation is positively associated with exemption from attack. 


class would be 


Measures of association 

33.5 If we are to sum up the strength of association between two attributes in 
a single coefficient, it is natural to require that the limits of variation of the coefficient 
should be known, and that it shall take the central value or the lowest value of its range 
when there is no association (“independence”). We may always make location and 
scale changes in any coefficient to bring it within the range (—1, +1); independence 
should then correspond to a value of zero for the coefficient. This convention has 
the advantage of agreeing with the properties of the product-moment correlation 
coefficient (cf. 26.9). Alternatively, the range (0,1) may be preferred, zero being the 
value taken in the case of independence. 

Another obvious desideratum in a measure of association is that it should increase 
as the relationship proceeds from dissociation to association. Consider the difference 
between observed and “ independence ” frequencies in the cell corresponding to (.48). 

D = a—@t (ate) _ ad—be (33.8) 
n n 
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For constant marginal frequencies, it is evident that the difference in any cell between 
observed and “ independence ” frequencies is + D and thus D determines uniquely 
the departure from independence. We thus require that our coefficient should increase 
with D. 


33.6 Following Yule (1900, 1912) we define a coefficient of association, Q, by 
the equation 
Q= ad—be ___— nD 
~ adtbe — ad+be" 
It is zero if the attributes are independent, for then D = 0. It can equal +1 only 
if be = 0, in which case there is complete association (either all A’s are B’s or all B’s 
are A’s), and —1 only if ad = 0, in which case there is complete dissociation. Further- 
more, Q increases with D, for if we write e = bc/(ad), we have 


O = (1-2) (1 +e) = 2/(1+e)-1, 


(33.9) 


so that 


aD. . dQ. se 
and as 7 *® also negative, ap ® Positive. 

Yule also proposed a so-called coefficient of colligation 
bc\t 


(ad) _ (ady— (be 


"safe COR 20 
ad 
but it is easy to show that 
2Y 
Q= Gy (33.11) 


and nothing much seems to be gained by the use of Y. It is easily seen to satisfy 
our conditions. 
Yet a third coefficient, to which we shall return in 33.17 below, is 
ve... @-%) ; 
{(a+b)(a+c)(b+d)(c+d)} 
This is evidently zero when D = 0 and increases with D. If V2 = 1, we have 


(a+b)(a+c)(b+d)(c+d) = (ad—be), 


(33.12) 


giving 

4abed + a® (be + bd + cd) + b* (ac +ad+ cd) +c*(ab+ad+bd)+d?(ac+ab+bc) = 0. 
Since no frequency can be negative, this can only hold if at least two of a,b,c,d are 
zero. If the frequencies in the same row and column vanish, the case is purely nuga- 
tory. We have then only to consider a = 0, d=0 or }=0, ¢ =0. In the first 
case V = —1, in the second V = +1. It cannot lie outside these limits. 
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33.7. It will be observed that whereas | V| = 1 only if two frequencies in the 
2x2 table vanish, |Q| and | Y| are unity if only one frequency vanishes. ‘This raises 
a point in connexion with the definition of complete association. We shall say that 
association is complete if all A’s are B’s, notwithstanding that all B’s are not 4’s. 
If all dumb men are deaf, there is complete association between dumbness and deafness, 
however many deaf men there are who are not dumb.(*) The coefficient V is unity 
only if all A’s are B’s and all B’s are A’s, a condition which we could, if so desired, 
describe as absolute association. 

We must point out in this connexion that statistical association is different from 
association in the colloquial sense. In current speech we say that A and B are associated 
if they occur together fairly often ; but in statistics they are associated only if A occurs 
relatively more frequently among the B’s than among the not-B’s. If 90 per cent 
of smokers have poor digestions, we cannot say that smoking and poor digestion are 
associated until it is shown that less than 90 per cent of non-smokers have poor digestions. 


Standard errors of the coefficients 
33.8 We now consider the 2 x 2 table as a sample, and derive the standard errors 
of the coefficients of 33.6 on the hypothesis of independence. We have, writing @ for 
the differential to avoid confusion with d, 
de _ 0b ac_da_ad 


whence 
ee es Ey 224+ on}, (33.13) 
e « ua 1e 
where u and v are to be summed over a,6,c,d. Using multinomial results typified by 
vara = a(a—a) 
n 


cov (a,b) = -@, 


we find, on substitution in (33.13), 


11.11 
vare = e?(—4..4-45 
vare = é' (Grgtatg)- (33.14) 
It is then easy to derive 
varQ = 4(1- on{: es sca} (33.15) 
var ¥ = 7-V {i+ -+54+- ea (33.16) 


(*) If this asymmetrical convention is followed, complete association between A and B is not, 
in gencral, the same as complete association between B and A 


CATEGORIZED DATA 541 


The sampling variance of V may be found similarly, but involves rather more lengthy 
algebra. We have 
(a-d)'-(6-«) 


1 
anes [! 4 (V4IV) Tay atcjb+d)(erd) 
3 yr flatb—e- dp _(at+e—b—dp ] 
4 (a+b)(c+d) (a+ce)(b+d) J} 
These formulae assume, as usual in large-sample theory, that the observed frequen- 
cies may be used instead of their expectations in the sampling variances. 


(33.17) 


Partial association 

33.9 The coefficients described above measure the interdependence of two attri- 
butes in the statistical sense, but in order to help us to decide whether such dependence 
has any causal significance it is often necessary, just as in 27.1 for correlations, to con- 
sider association in sub-populations. Suppose, for example, that a positive association 
is noticed between inoculation and freedom from attack. It is tempting to infer that 
the inoculation confers exemption, but this is not necessarily so. It might be that the 
people who are inoculated are drawn largely from the richer classes, who live in better 
hygienic conditions and are therefore better equipped to resist attack or less exposed 
to risk. In other words, the association of A and B might be due to the association 
of both with a third attribute C (wealth). We therefore consider the association of 
A and B conditional upon C being fixed. 

Associations in sub-populations are called partial associations. Analogously to 
(33.6), A and B are said to be positively associated in the population of C’s if 


(ABC) > are) (33.18) 


where (ABC) represents the number of members bearing the attributes A, B and C ; 
and so on. We may also define coefficients of partial association, colligation, etc., 
such as 
= (ABC) (BC) —(ABC) (aC) 
Qan.c = (ABC) (aBC)+(ABC)(aBCY a2) 
which is derived from (33.9) by adding C to all the symbols representing the fre- 
quencies. 


Example 33.2 

The following example, though not in line with modern genetical thought, has a 
historical interest as showing some early attempts at discussing heredity in a quanti- 
tative way. 

Galton’s Natural Inheritance gives particulars, for 78 families containing not less 
than six brothers or sisters, of eye-colour in parent and child. Denoting a light-eyed 
child by A, a light-eyed parent by B and a light-eyed grandparent by C, we trace every 
possible line of descent and record whether a light-eyed child has light-eyed parent 
and grandparent, the number of such being denoted by (ABC) and so on. The symbol 
(ABy), for example, denotes the number of light-eyed children whose parents and 
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grandparents have not-light eyes. The eight possible classes are 


(ABC) = 1928 («BC) = 303 
(ABy) = 596 (aBy) = 225 
(ABC) = 552 (aBC) = 395 
(ABy) = 508 (aBy) = 501. 


The first question we discuss is: does there exist any association between parent and 
offspring with regard to eye-colour ? We consider both the grandparent-parent group 
(association of B’s and C’s) and the parent-child group (association of A’s and B's). 

The proportion of light-eyed among children of light-eyed parents is (BC)/(C) 
= 2231/3178 = 70-2 per cent. That of light-eyed among children of not-light-eyed 
parents, (By)/(y), is 821/1830 = 44-9 per cent. Likewise (AB)/(B) = 82-7 per cent 
and (Af)/(8) = 54-2 per cent. Evidently there is some positive association in this 
set of observations between parent and offspring in regard to eye-colour. 

Consider now the relationship between eye-colours of grandparents and grand- 
children. The proportion of light-eyed among grand-children of light-eyed grand- 
parents is ve = a = 78-0 per cent. That among grand-children of not-light- 
eyed grandparents, (Ay)/(y) is 1104/1830 = 60-3 per cent. 

Thus the association between eye-colour in grandparents and grand-children is 
also positive. In tabular form, the data are: 


Attributes A 2 Torats Attributes C y  Torats | Attributes C Y Totars 
B 2524 528 3052 | B 2231 821 3052 A 2480 1104 3584 
B 1060 896 1956 | B 947 1009 1956 | “ 698 726 1424 

Torats 3584 1424 5008 ' 3178 1830 5008 ; 3178 1830 5008 


The coefficients of association and colligation Q and Y are 


Q Y 
Grandparents-parents is -» 0-487 0-260 
Parents-children . -- 0603 0-336 
Grandparents-grand-children -» 0-401 0-209 


Now the question arises: is the resemblance between grandparent and grand- 
child due merely to that between grandparent and parent, parent and child? To 
investigate this, we consider the associations of grandparent and grand-child in the 
sub-populations “ parents light-eyed” and “ parents not-light-eyed”; that is, the 
associations of A and C in B and 8. 

Among light-eyed parents, the proportion of light-eyed amongst grand-children 


ia (ABC) _ 1938 _ é 
of light-eyed grandparents = (BC) =i = 86-4 per cent, while the proportion 
of light-eyed amongst grand-children of not-light-eyed grandparents = re = ot 
= 72-6 per cent. 

Among not-light-eyed parents, the proportion of light-eyed amongst the grand- 
children of light-eyed grandparents = ad = a = 58-3 per cent, and the pro- 
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portion of light-eyed amongst the grand-children of not-light-eyed grandparents 
= (ABy) ae ue = 50-3 per cent. 

In both cases, the partial association is well marked and positive. The association 
between grandparents and grand-children cannot, then, be due wholly to the associa- 
tions between grandparents and parents, parents and children. This was interpreted 
to indicate the existence of ancestral heredity, as it is called, as well as parental heredity. 
The relevant tables are: 


Table 33.1 
Parents light-eyed Parents _not-light-eyed 
Grandparents Grandparents 
5 | BC By | Torats « | BC By | Totats 
oer ee md Me wae Bre SP as oe 
«(AB | 1928 596 | 2524 =z AB | 552 508 | 1060 
| 9 
zB | 303 225 | 428 zo | 395 501 | 896 
© ‘Toras! 2231 821 | 3052  ‘Toras| 947 1009 1956 
The coefficients of association and colligation are: 
Quc.z = 0-412, Quc.p = 0-159, 
Yic.g = 0-216, Yuc.p = 0-080. 


33.10 If there are p different attributes under consideration, the number of partial 
associations can become very large, even for moderate p. For example, we can choose 


two in (5) ways and consider their associations in all the possible sub-populations 


of the other (p—2), which are seen to be 3?-* in number. Thus there are (5)s°-* 
associations. 

One of the principal difficulties, in fact, in discussing data subject to multiple 
dichotomy (and, even more, multiple polytomy) is the sheer volume of the large number 
of tables which results. 


One result in this connexion is worth noticing. We have, generalizing D in equa- 
tion (33.8), 


Pigg Digg ia a I at )(4nen 
= (4B)—(4)(B)__* Cote) 5 {(40)@8C)- cayecieae) 
7, 


-AO) (AC) , CAeay(e ¥ 


_ Xe) a) 
seal id) (4c)- MO} {wey XO} 


= Das eG 


Dac Dac. (33.20) 
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If, then, A and B are independent in both (C) and (y), Das.c = Daz., = 0 and 
(33.20) gives 


Daz = jqyPacDaee (33.21) 


i.e., A and B are not independent in the population as a whole unless C is independen: 
of A or B or both in that population. Compare (27.67) for partial correlation, where 
it follows that p;:.3 = 0 only implies p,, = 0 if ps or pas = 0 

This result indicates that illusory associations may arise when two population: 
(C) and (y) are amalgamated, or that real associations may be masked. If A and C. 
B and C, are associated, we oe from (33.20) 


Daz = Ge Cy P40 Pact Das. ct+Das.y (33.22) 


so that if A and B are associated positively in (C) and negatively in (y), Das may be 
zero, that is to say, A and B may appear independent in the whole population. 


Example 33.3 
Consider the case in which some patients are treated for a disease and others not. 
If A denotes recovery and B denotes treatment, suppose that the frequencies in the 
2x2 table are: 
B B ' Torats 
A ‘100 200; 300 
« 50 100 150 
Torats | 150 300 300 | 450 


Here (AB) = 100 = ae so that the attributes are independent. So far as can 


be seen, treatment exerts no effect on recovery. 
Denoting male sex by C and female sex by y, suppose the frequencies among males 
and females are : 


Males Females 
BC BC Torats By By Torats 
‘AC; 80 100 180° “Ay. 20 100 120 
aC | 40 80 120 ay 10 20 30 
“Torats 120 180: 300 Torats! 30 120° 150 


In the male group we now have 
_ (80 x 80) —(100 x 40) 
Qa. = (80 x 80) +(100 x 40) 
and in the female group 


= 0-231, 


Qus., = —0-429. 
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Thus treatment was positively associated with recovery among the males and nega- 
tively associated with it among the females. The apparent independence in the 
combined table is due to the cancelling of these associations. 


Probabilistic interpretations of measures of association 

33.11 The measures of association discussed in 33.5-10 were developed from 
1900 onwards, and set out to summarize the strength of association in a single compre- 
hensive coefficient. But, just as we saw in 26.10 for the correlation coefficient, it is 
not always reasonable to suppose that any single coefficient can do this adequately. 
Goodman and Kruskal (1954, 1959), in addition to giving a detailed discussion of the 
history of measures of association and a very full bibliography, make a powerful plea 
for choosing a measure which is interpretable for the purpose in hand. Most of their 
discussion is couched in terms of polytomized tables, i.e. tables with two or more cate- 
gories in the row and column classifications, and we shall refer to their work in 33.35, 
33.40 below when considering polytomies. Here, however, we remark that in a 
2x2 table the coefficients Q and Y defined at (33.10-11) can be given operational 
interpretations, in certain conditions. 


33.12 Consider the selection at random of two individuals from a population of 
n individuals classified into a table (33.1), so that each individual will fall into one of 
the four categories in the body of the table. Let us score for ¢ = 1,2, 


Ml 


ai{ +1 if an individual possesses A, 
"| = 0 otherwise, 

= +1 if an individual possesses B, 
{ = 0 otherwise, 


and a) = @,—@;3, by = b,—5,. 
Define the probabilities 
a, = P{agby = 1}, 
aa = P{a,b, = —1}, 
m% = P{ab, = 0}. 
Then the coefficient 


(33.23) 


is the probability z,/(1—z,) that the two individuals selected from the population have 
their A- and B-categories different and in the same order (if we sense the table (33.1) 
from left to right and top to bottom) minus the probability z,/(1—z,) that they have 
different A- and B-categories in opposite orders. Clearly, using the notation (33.2), 
a EE 
”* adtbe— 
as defined at (33.9). @Q therefore has a direct probabilistic interpretation as above. 


33.13 Similarly, consider choosing a single individual at random from the 
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population, and suppose that we are asked (without prior knowledge) to guess whether 
it is A or not-A. The best estimate we can make is to guess that the individual 
comes from the larger of the frequencies (A), («) in (33.1); the probability that this 
estimate is correct is, from (33.2), 


Pu. = max (a+b,¢+d). 


Similarly, if we have to guess whether the individual is B or not-B, we guess the larger 
of (B), (8), with probability of success 


P= = 1 max (a+¢,b+d). 


Thus if we are asked to guess the A-category half of the time and the B-category the 

other half of the time, the probability of success is }(pm.+p.) and the probability of 
error is 

eq = 1-43 (6m. +P.) (33.24) 

Suppose now that we know the individual’s B-category and are asked to guess the 

A-category. The best guess is now the larger category in the appropriate column of 


the table, with probability of success equal to moxie or me in the respective 


columns. Since these columns will occur in random sampling with probabilities 


(a+c)/n, (b+d)/n respectively, the overall probability of success in guessing the 4- 
category given the B-category is 


xa = 1{max(a,¢)+max(6,d)}. (33.25) 


The overall probability of success in guessing the B-category given the A-category 
will similarly be 


xa = +(max(q,6)+max(c,d)}. (33.26) 


If, as in the no-information situation above, we had to guess the categories alternately 
the probability of success would be the mean of (33.25) and (33.26) and the probability 
of error therefore would be 


= 1-3. { max a, )+max (a,c) +max(b, d)-+max (c,d)}. (33.27) 


33.14 We now define the coefficient, from (33.24) and (33.27), 
Aa Mor (33.28) 
%o 

which is the relative reduction in error-probability produced by knowledge of one 
category in predicting the other. Clearly, x» > 2, so we have 

O<A<l. (33.29) 
Now Yule (1912) suggested that the value of a “ reasonable” measure of association 
should not be affected if each row and each column of the 2x2 table is separately 
multiplied through by an arbitrary positive constant. This invariance principle, which 
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itself is reasonable, enables us to relate 4 at (33.28) to Yule’s coefficient Y defined at 
(33.10). 

If we multiply the table (33.2) by the constants : 
First row: (cd)*/n, 
Second row: (ab)#/n, 
First column:  (bd)#/n, 
Second column : (ac)'/n, 
we transform it (neglecting constants common to all four frequencies) to 
(ad)! (bc). fm 
(bc)t (ad)t | 4m (33.30) 
im im oom 
For the moment, suppose ad > bc. From (33.28), we then have for the transformed 


table (33.30), 
2 
~|1-“(ad) 
eck = »| 


which since (ad)! +(bc)! = 4m becomes 
= (2d)! — (be) 
= (ad) ¥(b6) (33.31) 
(33.31) is identical with the definition of Y at (33.10), but we have chosen its sign arbi- 
trarily by taking ad > bc. Thus, generally, 
A=(/Y|, (33.32) 
conferring a probabilistic interpretation upon the magnitude of Y. 


Large-sample tests of independence in a 2 x 2 table 

33.15 We now consider the observed frequencies in a 2 x 2 table to be a sample, 
and we suppose that in the parent population the true probabilities corresponding to 
the frequencies a, b, c, d are £11, Pisy Pars Pas Tespectively. We write the probabilities 


Pur Piz | Pr 
Pa Pas| Ps (33.33) 
Pr Pa | 1 


with p,, = ~1:+P12, and so forth. We suppose the observations drawn with replace- 
ment from the population (or, equivalently that the parent population is infinite). 
We also rewrite the table (33.2) in the notationally symmetrical form 
M11 M1: ny. 
Pa a a 
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The distribution of the sample frequencies is given by the multinomial whose 
general term is 


* anal mi as | al Dt Pin Pt Pa. (33.34) 


To estimate the p,;, we find the Maximum Likelihood solutions for variations in 
the p,; subject to Dp,, = 1. If 4 is a Lagrange multiplier, this leads to 
"1_4=0 or m= Apu 
Pu 
and three similar equations. Summing these, we find 4 = n and the proportions p,, 


are simply estimated by 
bu = u/n (33.35) 


and three similar equations. This is as we should expect. The estimators are un- 
biassed. 

We know, and have already used the fact in 33.8, that the variances of the n,, are 
typified by 

vary, = 3: (1—pis) 
and the covariances by 
COV (1x1) %411) = —2PirPir 

These are exact results, and we also know (cf. Example 15,3) that in the limit the joint 
distribution of the m,; tends to the multinormal with these variances and covariances. 
We may now also observe that the asymptotic multinormality follows from the fact 
that these are ML estimators and satisfy the conditions of 18.26. 


33.16 Now suppose we wish to test the hypothesis of independence in the 2x2 
table, which is 
Ho: Pir Par = Pisa Par (33.36) 
This hypothesis is, of course, composite, imposing one constraint, and having two 
degrees of freedom. We allow p,, and p;, to vary and express py, and pg, by 
Pull “Pua Pris) = Pis(1—pii—Pis) 
inca PiutPis ai Putin — wae) 
The logarithm of the Likelihood Function is therefore, neglecting constants, 
log L = nj, log p,, +1, log py, +m, log ps; + yg log pas 
= ny log pis + mys log py+ms; {log p,, + log (1 —P11—P1a)— log (P11 + Pis)} 
+41 {log p,,+ log (1 —p11—P1s)—log(p11+P12)} 
= n.,logp,,+7.2logp4+m {log (1 —p,)—logp, }. 
To estimate the pana we put 


dlog L Mik ny Ne, 

O= = ln 33.38, 

Pn 7 ip. pi. * Pu “pu (=p) ¢ 
Oe a Be (33.39) 


Pia "Dia pi. cp. 
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giving for the ML estimators under H, 


By = 773, By = 7 


(33.37) gives analogous expressions for §,, and fg. Thus we estimate the cell prob- 

abilities from the products of the proportional marginal frequencies. This justifies 

the definition of association by comparison with those products in 33.4-5. 
Substituting these ML estimators into the LF, we have 


L (te5| Ho, Bas) (tt, 2.1)" (ty, 2.4)" (Mts, 12.1)" (Me, 1.2) ""/0™, (33.41) 
while the unconditional maximum of the LF is obtained by inserting the estimators 
(33.35) to obtain 


tee 
= (33.40) 


L (mis| bu)  mty nig ny ae (33.42) 
(33.41-2) give for the LR test statistic 
l= ( n, " Cs =) (Cs a) (ts a (33.43) 
nny, nN, Nay nny] ~ Z 
Writing nB,, = n,.n,;/n = e,;, this becomes 
js ()" ()" @)- (2). (33.44) 
11 Mis]. \Ms1 Ns: 
33.17. The general result of 24.7 now shows that —2log/ is asymptotically dis- 


tributed as y* with one degree of freedom. This is easily seen directly. Writing 
Dg = ny—e;: (cf. (33.8)), and eee as far as D*( = Dj, all i, j), we have 


—2log] = 25 2 E eu (1+ 24) (24 4) 
ig 


eu ess 
= a x (33.45) 
(33.45) may be rewritten 
—2log! = EE pene 0 Xt, (33.46) 


We have thus demonstrated in a vail case the asymptotic equivalence of the LR 
and X® goodness-of-fit tests which are remarked in 30.5. (33.46) could have been 
derived directly by observing that the composite H, implies a set of hypothetical fre- 
quencies ¢,;, and that the test of independence amounts to testing the goodness-of-fit 
of the observations to these hypothetical frequencies. As in 30.10, the number of 
degrees of freedom is the number of classes (4) minus 1 minus the number of parameters 
estimated (2), i.e. one. 

It is a simple matter to show that the X? statistic at (33.46) is identically equal to 
nV}, where V is the measure of association defined at (33.12). We leave this to the 
reader. 


Exact test of independence : models for the 2 x 2 table 
33.18 The tests of independence derived in 33.15-17 are asymptotic in m, the 
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sample size. Before we can devise exact tests of independence in 2x2 tables, we 
must consider some distinctions first made by Barnard (1947) and E. S. Pearson (1947). 

It will be recalled that the expected values in the cells of the 2x2 table on the 
hypothesis of independence of the two categorized variables are 


ey = ET, j= 1,2, (33.47) 


depending only on the four marginal frequencies and upon the sample size, n. Since 
we are now concerned with exact arguments, we must explicitly take account of the 
manner in which the table was formed, and in particular of the manner in which the 
marginal frequencies arose. Even with x fixed, we still have three distinct possibilities 
in respect of the marginal frequencies. Both sets of marginal frequencies may be 
random variables, as in the case where a sample of size n is taken from a bivariate dis- 
tribution and subsequently classified into a double dichotomy. Alternatively, one set 
of marginal frequencies may be fixed, because that classification is merely a labelling 
of two samples (say, Men and Women) which are to be compared in respect of the other 
classification (say, numbers infected and not-infected by a particular disease). If the 
numbers in the two samples are fixed in advance (e.g. if it is decided to examine fixed 
numbers of Men and of Women for the disease), we have one fixed set of marginal 
frequencies and one set variable. When we are thus comparing two (or more) samples 
in respect of a characteristic, we often refer to it as a test of homogeneity in two (or k) 
samples. 

Finally, we have the third possibility, in which both sets of marginal frequencies 
are fixed in advance. This is much rarer in practice than the other two cases, and the 
reader may like to try to construct a situation to which this applies before reading on. 
The classical example of such a situation (cf. Fisher (1935a) ) concerns a psycho-physical 
experiment : a human subject is tested n times to verify his power of recognition of 
two objects (e.g. the taste of butter and of margarine). Each object is presented a cer- 
tain number of times (not necessarily the same number for the two objects) and the 
subject is informed of these numbers. ‘The subject, if rational, then makes the marginal 
frequencies of his assertions (“‘ butter” or “ margarine”) coincide with the known 
frequency with which they have been presented to him. 


Example 33.4 

To make the distinction of 33.18 clearer, let us discuss some actual examples. The 
table in Example 33.1 above is certainly not of our last type, with both sets of marginal 
frequencies fixed, but it is not clear, without further information, which of the other 
types it belongs to. Possibly 818 persons were examined and then classified into the 
2x2 table. Alternatively, two samples of 279 inoculated and 539 not-inoculated per- 
sons were separately examined and each classified into “ attacked ” and “ not-attacked.” 
It is also possible that two samples of 69 attacked and 749 not-attacked persons were 
classified into “ inoculated” and “ not-inoculated.” There are thus three ways in 
which the table might have been formed, one of the double-dichotomy type and two 
of the homogeneity type. Reference to the actual process by which the observations 
were collected would be necessary to resolve the choice. 
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To illustrate the last type in 33.18, we give a fictitious table referring to the butter- 
margarine tasting experiment there described : 


Identification made by subject 


Butter Margarine 
Object actually (Butter 4 11 15 
presented Margarine 11 14 25 


33.19 We have no right to expect the same method of analysis to remain appro- 
priate to the three different real situations discussed in 33.18 (although we shall see 
in 33.24 below that, so far as tests of independence are concerned, the Case I test 
turns out to be optimum in the other two situations). We therefore now make prob- 
abilistic formulations of the three different situations. We begin with the both- 
margins-fixed situation, since this is the simplest. 


Case I: Both margins fixed 
On the hypothesis, which we write 


Hy: 233 = Pa, (33.48) 
the probability of observing the table 


My, Mg | My, 
Na, Mg | My, 


ny, Mh, 7” (33.49) 


when all marginal frequencies are fixed is 
Py = P{niy|n,n,,,2.1} = P{ny|n,n,, }/P{n1|n} 


= (m)(t:) /(e,) 


ny! ning tn! 
a a lualeatant (33.50) 
(33.50) is symmetrical in the frequencies n,, and in the marginal frequencies, as it 
must be from the symmetry of the situation. Since all marginal frequencies are fixed, 
only one of the ,, may vary independently, and we may take this to be ,, without 
loss of generality. Regarding (33.50) as the distribution of ,,, we see that it is a 
hypergeometric distribution (cf. 5.18). In fact, (33.50) is simply the hypergeometric 
f.f. (5.48) with the substitutions 
Nz=n, n=n,, Np=ny, Ngensy, N-n=n,, 
J= My 2-j = My Np-j = my Nq—(a—-j) = mes. 
The mean and variance of n,, are therefore, from (5.53) and (5.55), 
E(a;) = m.N.,/n, 
2, 11M, na} 
“nt (n=1) * 


(33.51) 


varny, = 
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and n,, is asymptotically normal with these moments. Thus 
= u—™,% .1/n 52 
t Je. bats ns ee (33.52) 
“nt (n—1) 
is asymptotically a standardized normal variate. Replacing (n—1) by n, we see that 
(33.52) is equivalent to nt V, where V is defined at (33.12) and hence (cf. 33.17) #? is 


equivalent to the X®? statistic defined at (33.46). This confirms that the general large- 
sample test of 33.17 applies in this situation. 


33.20 We may use (33.50) to evaluate the exact probability of any given configura- 
tion of frequencies. If we sum these probabilities over the “‘ tail” of the distribution 
of m,,, we may construct a critical region for an exact test, first proposed by R. A. 
Fisher. The procedure is illustrated in the following example. 


Example 33.5 (Data from Yates, 1934, quoting M. Hellman) 
The following table shows 42 children according to the nature of their teeth and 
type of feeding. 


Normal teeth Mal-occluded teeth | ToTats 


‘Brast-fed 4 #416 | 20 
Bottle-fed 1 21 p22 
Torats 5 37 | #2 


These data evidently do not leave both margins fixed, but for the present we use them 
illustratively and. we shall see later (33.24) that this is justified. 

We choose as n,, a frequency with the smallest range of variation, i.e. one of the 
two frequencies having the smallest marginal frequencies. In this particular case, given 
the fixed marginal frequency n,, = 5, the range of variation of n,, is from 0 to 5. 

The probability that 2,, = 0 is, from (33.50), 

5137! 20122! 
#21201 0151 171 ~ 703096 

The probabilities for n,, = 1,2,... are obtained most easily by multiplying by 

5x20 4x19 3x18 
1xi8’ 2xi9 3x20 


ap ete, 


and are as follows : 


lumber of normal Probabilities 
preweted children ts) Probability | cumulated upwards 
0 0-0310 1-0001 
1 0-1720 0-9691 
2 0-3440 0-7971 
3 0-3096 0-4531 
4 0-1253 0-1435 
5 0-0182 0-0182 
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To test independence against the alternative that normal teeth are positively associ- 
ated with breast-feeding, we use a critical region consisting of large values of n,, (the 
number of normal breast-fed children). We have a choice of two “ reasonable ” values 
for the size of the exact test. For « = 0-0182, only 2,, = 5 would lead to rejection of 
the hypothesis ; for « = 0-1435, 2,, = 4 or 5 leads to rejection. Probably, the former 
critical region would be used by most statisticians, leading in this particular case 
(”,, = 4) to acceptance of the hypothesis of independence. 


33.21 Tables for use in the exact test based on (33.50) have been computed. Finney 
(1948) gives the values of ng, (his 5) required to reject the hypothesis of independence for 
values of m,,, my, (or .;, 1,3) and m,, up to 15 and single-tail tests of sizes « < 0-05, 
0-025, 0-01, 0-005, together with the exact size in each case. Finney’s table is reproduced 
in the Biometrika Tables. Latscha (1953) has extended Finney's table to m,,, m3, = 20. 
Armsen (1955) gives tables for one- and two-tailed tests of sizes « < 0-05, 0-01 and n 
ranging to 50. Bross and Kasten (1957) give charts for one-sided test sizes « = 0-05, 
0-025, 0-01, 0-005 or two-sided tests of size 22, and minimum marginal frequency 
(say .,) < 50, based on the approximation of the hypergeometric (33.50) by the binomial 

my Tay 
oo) G) i) . The critical values in the charts are conservative unless n,,/n 
AL 


is smal 


Case II: One margin fixed; homogeneity 
33.22 We write the hypothesis (which is now one of equality of probabilities in 
two populations) in the form (33.48) as before, but ,, and mq. are fixed and 14,,%) 
are independent random variables, so that n., (and hence its complement 2,,) is a 
random variable. We test the hypothesis (33.48) by considering the corresponding 
difference of proportions 
y= 211 _ Mar (33.53) 
ny Me, 
On the hypothesis, this is asymptotically normal with mean zero and variance 
1,1 
varu = p(1—p) (g-+5-)> 
where p is the hypothetical common value of Pur a 
1. 2. 


We estimate p(1—p) unbiassedly by the pooled estimator 


"| (%1) (22 
n-1\n]\n]’ 
so the estimated variance of u is 
aru Bate (1,1) 2 mime 
Ae eee) eee 
Thus we have an asymptotic standardized normal variate 


‘arth "Tacha Ye coe 


(n= i)n,. Ne, 
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and this is identical with (33.52). The large-sample tests are therefore identical in 
the two cases. 
But for small samples the test is different. On the hypothesis, we now have 


Py = P{ny:|P,my.}P {a1 p,m. } 
= (%1-)\ gnu(7 — pyre [2 \ gency — 5 
= (ti) om clare (f(a (33.55) 
that is to say, to P; defined at (33.50) multiplied by a binomial factor 
n 
(m,)ed—a) 
This must evidently be so, for we have the original probability for fixed #,, now multi- 


plied by the probability of n., itself. Unlike (33.50), (33.55) depends on an unknown 
parameter, p, and cannot be evaluated. 


Case III: No margin fixed; double dichotomy 
33.23 We now turn to the case where nis fixed, but none of the marginal totals. The 
hypothesis is now genuinely one of bivariate independence. We have already derived 
the large-sample test in this context in 33.15-17. The exact probability of 2,, is now 
Pr = P{ny,|2;.,2.1,.2}P {n.1|p,2} P{n,. |p’,2}, (33.56) 
where p’ is the hypothetical common value of p11/P.1, Pia/p.2- The first two factors 
on the right of (33.56) are equivalent to (33.55), and the third is 


Pm. 1pm} = (q. PVP. (33.57) 
Thus (33.56) depends on two unknown parameters (,p’) and cannot be evaluated. 


The optimum exact test for 2 x 2 tables 

33.24 We may now demonstrate the remarkable result, first given by Tocher 
(1950), that the exact test based on the Case I probabilities (33.50) actually gives UMPU 
tests for Cases II and III. The argument can be made very simple. (33.55), the 
Case II distribution of 2,, given Ho, contains a single nuisance parameter p, the hypo- 
thetical common value of 11/p;., Pa1/P2.._ It is easily verified that when H, holds, the 
Mitte _ 
Ny +s, 
distributed in the linearized exponential form (23.17). Thus the one- and two-sided 
UMPU test of H, will, by 23.30-1, be based on the conditional distribution of n,, 
given 7.,, i.e. (since #,, is already fixed) upon (33.50). 

Similarly, in Case III, we have two nuisance parameters (, p’) in (33.56) for which 
(2 *) are jointly sufficient and complete when H, holds. Thus, again from 23.10 
and 23.30-1, the UMPU tests of H, will be based on the conditional distribution of n,, 
given (n.,,%;.), ie. upon (33.50). 

Thus the conditional Case I distribution (all marginal frequencies fixed) provides 
UMPU tests for both the homogeneity and double-dichotomy situations. 


pooled estimator p = a is sufficient for p. By 23.10, it is complete and 
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33.25 It should be remarked that the results of 33.24 only hold strictly if ran- 
domization is permitted in order to obtain tests of any size «; the discreteness of the 
distributions in a 2x2 table limits our choice of test size—cf. Example 33.5 and also 
20.22. Unless the frequencies are very small, however, there is usually at least one 
“* reasonable ” value of « available for the conditional exact test based on (33.50), so 
that the difficulty is theoretical rather than practical. 


33.26 Although the same test is valid in the three situations, its power function 
will differ, since the alternative to independence must obviously be different in the 
three situations. For Case II (homogeneity), Bennett and Hsu (1960) give charts of 
the power function using the Finney-Latscha tables (cf. 33.21). Patnaik (1948) gave 
approximations adequate for larger samples. E. S. Pearson and Merrington (1948) 
carried out sampling experiments on the power functions of the exact and asymptotic 
tests in Case I (both margins fixed). 


Continuity correction in the large-sample X* test 
33.27. As always when using a continuous distribution to approximate a discrete 
one, a continuity correction improves the large-sample test based on (33.46). In this 
case, the continuity correction, first suggested by Yates (1934), requires (using (33.12) ) 
that 
2 V2 — n(ad— be)? 
ee = + atabadi eed) (3358) 
should have the term (ad—45c) in its numerator replaced by |ad—bc|—4n, which is 
the same as increasing (if ad > bc) b and c by }, and reducing a and d by 4. Thus the 
corrected test statistic is 
2 _n{|ad—be|—4n}* 
°  (a+b)(a+e)(b+d)(c+d) 
The effect is illustrated-in Example 33.6. 


(33.59) 


Example 33.6 
In Example 33.5, we found the probability that 2,, > 4 to be 0-1435. Let us 
compare this with the result obtained by using the asymptotic z* distribution with 
one degree of freedom. 
From the table of Example 33.5 we have, for (33.58), 
+ = 42 {421)—16(1)}* _ 9. 
mee 20.22.5.37 sata 
From Appendix Table 4b, P{ X* > 2-386} = 0-122, a more exact value being 0-1224. 
This, however, is the probability associated with a two-tailed test, because X? is the 
square of a normal deviate. For comparison with the exact test, we have to halve 
this, obtaining 0-0612. The approximation to the exact value of 0-1435 is very poor. 
If we apply a correction for continuity, the corrected value X? is then, by (33.59), 
42(68-21)? 
vee ada 
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The corresponding probability from the z* table is 0-2854, one half of which is 0-1427, 
this time in excellent agreement with the exact value of 0-1435. 


Lancaster (1949a) examined the effect of continuity corrections in cases where a 
number of X?* values from different tables are added together. In such circumstances, 
each X®* should not be corrected for continuity, or a serious bias may result. Lancaster 
shows that where the original tables cannot be pooled, the best procedure is to add the 
uncorrected X* values. Similar results for one-tailed tests are given by Yates (1955). 


The general r x c table: measurement of association 

33.28 We now consider the more general situation in which two variables are 
classified into two or more categories. We extend our notation to write the r x c table 
in the form: 


Nyy Nye + + My My, 
Na Meg - + Mee M3, 


(33.60) 


Nyy Meg + + + Myre | My, 


ny Ng... 


In the older literature, (33.60) is called a contingency table. The discussion of 33.1-2 
applies to this general two-variable categorization. 

The problem of measuring association in such a table presents severe difficulties 
which are, in a sense, inherent. In Chapter 26 we found in the case of measured 
variates that it may be impossible to express a complicated pattern of interdependence 
in terms of a single coefficient, and this holds similarly in the present situation. The 
most successful attempts to do so have been based on more or less latent assumptions 
about the nature of underlying variate-distributions. 


33.29 In (33.60), if the two variables were independent, the frequency in the ith 
row and jth column would be 2,,2,;/n. The deviation from independence in that 
particular cell of the table is therefore measured by 

Dey = 3-4, 2.3/0, (33.61) 
the generalization of (33.8). We may define a coefficient of association in terms of 
the so-called square contingency EDi/(m. n,;) and shall write 


Xia 5 Db gan{z mi -1}, (33.62) 


5m y/n legs 
the generalization of (33.46). On the hypothesis of independence, X? is asymptotically 
distributed in the z* form, as is easy to see from the goodness-of-fit standpoint men- 
tioned in 33.17 above ; the degrees of freedom are given by 
(re—1)—(r—1)—(e-1) = (r—1)(e-1), 
the number of classes minus 1 minus the number of parameters fitted. 
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33.30 X? itself is not a convenient measure of association, since its upper limit 
is infinite as increases. Following Karl Pearson (1904), we put 
X? \t 
P= (Gere =) : (33.63) 
and call P Pearson’s coefficient of contingency. It was proposed because it may be 
shown that if a bivariate normal distribution with correlation parameter p is classified 
into a contingency table, then P? —> p? as the number of categories in the table increases. 
For finite r and c, however, the coefficient P has limitations. It vanishes, as it should, 
when there is complete independence ; and conversely, if P = 0, we have X* = 0 
so that every deviation D,, is zero. Clearly 0 < P < 1. But in general, P cannot 
attain the same upper limit, and therefore fails to satisfy a desideratum mentioned in 
33.5. Consider, for example, a “‘ square ” table with r = c, in which only the leading 
diagonal frequencies n,, are non-zero. Then n;, = 2,, = ny, all i, and by (33.62) 
X* = n(r—-1) 


P= ($y. 
r 
Thus even in such a case of complete association—cf. 33.7—the value of P, its maxi- 


mum, depends on the number of rows and columns in the table. 
To remedy this, Tschuprow proposed the alternative function of X* 


xX? i 
T= {ate—iye=ony sab 
which attains +1 when r = c in a case of complete association as above, but cannot 
do so ifr # ¢c. In fact, it is easy to see, just as above, that the maximum attainable 
value for X? is nx min(r—1,c—1) (attained when all the frequencies lie in a longest 
diagonal of the table) and thus the attainable upper bound for P is 
min(r—1,e—1) \t 
14+min(r—1,c-1)f ’ 


so that, from (33.63), 


while that for 7 is 


min(r—1,e—1)\8 | fmin(r—1,e—1)\* 
[(r7-1)(e—1) ff max(r=1,c-1)f * 
Following Cramér (1946), we may define a further modification, which can always 
attain +1, by 


= x? tp fmax(r—1,e-1)\# 
oP {ae SO ied min(r—1,c—1)f * (33.65) 


Evidently C = T when the table is square but C > T otherwise, although the difference 
will not be very large unless r and ¢ are very different. We also see that 


Pt _[(r-1)(e-1)}! 
1+ 
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so that as m increases we expect to have P > T if independence holds, when X? has 
expectation (r—1)(c—1). The difference P—T is often substantial. Cf. Exercise 
33.4 below. 


Example 33.7 

The table (from W. H. Gilby, Biometrika, 8, 94) shows the distribution of 1725 
school children who were classified (1) according to their standard of clothing, and (2) 
according to their intelligence, the standards in the latter case being A = mentally 
deficient, B = slow and dull, C = dull, D = slow but intelligent, E = fairly intel- 
ligent, F = distinctly capable, G = very able. 


Table 33.2 
a, Intelligence | : 
class AandB C D E F G_Torats 

Standard é : 

of clothing ce : 
Very well clad .. oe 33 48 113 209 194 39 | 636 
Well clad . ae 41 100 202 255 138 15 751 
Poor but passable _ 39 58 70 61 33 265 
Very badly clad . ne | 17 13 22 10 10 1: 73 
TOTALS 130-219 407 535 375 59 1725 


We investigate the association between standard of clothing and intelligence. We 
first work out the “ independence” frequencies m,,”,;/n. For example, m,1,,/n is 
636 x 1130/1725 = 47-930. The term nD?,/n,.n,, in (33.61) is then 
(33 — 47-930)?/47-930 = 4-651. 
The sum of the 24 such terms in the table will be found to be X? = 174-92. 
It is quicker to calculate X* from the extreme right-hand side of (33.62), i.e. to 
calculate. 


ae i__1}, (33.66) 


and with a calculating machine this is expeditiously evaluated by first dividing every 
frequency in the ith row by its row total, and then dividing all the resulting quotients 
in the jth column by that column’s original total frequency. We should, in this case, 
first have 


Xan 
ij 


33° 48 «113 209 194 39 

636 636 636 636 636 636 

41 100 202 255 138 15 

752 751 751 751 751 751’ 
and two further rows, and then divide the columns of this array by 130, 219, etc. We 
then have only to subtract 1 from the total of the 24 entries in the final array, and 
multiply by 1725(= n) to have (33.66). The reader should check the computation 
by both methods. 
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With X? = 174-92, we now have, from (33.63-5), the coefficients 


P= (iascrres2) = 0303, 


1725 + 174-92, 
174.92)! 
sd finasereapy ri, 
174-92 }# 
C= le = tn 


The relationship between the three coefficients is as we should expect from the remarks 
at the end of 33.30, with C little larger than T, but P nearly twice as large, even though 
its attainable upper bound here is (3) = 0-866 against G) = 0-880 for T (and, of 
course, 1 for C). Thus it happens that the attainable upper bounds for P and T are 
almost the same in this particular case, but P gives the impression of a considerably 
stronger association between the variables. Exercise 33.3 finds similar results for 
another set of data. 

All three coefficients are monotone functions of X*, and we may therefore test 
independence directly by X?, which we have seen to be 174-92. As there are 
(r—1)(c—1) = 15 degrees of freedom, this far exceeds any critical value likely to be 
used in practice—a test of size « = 0-001 would use a critical value of 37-697. 


Models for the r x c table 

33.31 In discussing measures of association in the rxc table, distinctions as to 
the underlying model, similar to those made for the 2 x 2 table in 33.18-23, are neces- 
sary. S. N. Roy and Mitra (1956) have explicitly extended that discussion of the three 
types of table (both sets of marginal frequencies fixed, one set fixed, neither set fixed) 
to the general rx table; no new point arises. Roy and Mitra go on to show (as we 
did for the 2 x2 table) that, on the hypothesis of independence, X? defined at (33.62) 
is asymptotically distributed in the X? form with (r—1)(c—1) degrees of freedom 
under all three models. It is intuitively obvious that the differences between the 
models, given the hypothesis of independence, vanish asymptotically, since any marginal 
frequencies which are random variables will converge in probability to their expectations. 

Exact treatment of the r xc table on the lines of 33.20 is necessarily a tedious ‘Piece 
of enumeration. Freeman and Halton (1951) give details of the method. 


Standard errors of the coefficients and of X? 

33.32 The coefficients of association (33.63-5) are all monotone increasing func- 
tion of X?, and their standard errors can therefore be deduced from the standard error 
of X? by the use of (10.14). For example, the standard error of (X*)!, to which both 
(33.64) and (33.65) reduce apart from constants, is, to order 27", 


var{(X2)}} = {3 (X?)-1}? var X? = x var X%, (33.67) 


where X? is the population value of X?, i.e. (33.62) calculated from the population 
frequencies. Clearly, the first approximation (33.67) is only valid if X* 4 0, ice. it 


560 THE ADVANCED THEORY OF STATISTICS 


does not hold in the case where the two categorized variables are independent in the 
population. This is because the sample X* converges in probability to the popula- 
tion X?, and since X* > 0 its distribution has a singularity when X? = 0 and its vari- 
ance is of order n-*—cf. the analogous situation for the squared multiple correlation 
coefficient in 27.33. Fortunately, we need not pursue the case of independence, since 
we may then test with X? itself. If we wish to estimate non-zero population coefficients 
T and C defined in terms of X* by the population analogues of (33.64-5), and set stan- 
dard errors to the estimates, we have 


1 
varT= | - ee ae 44 T#0, 
2a -1))27T2 
4n[(r—1) : NPT (33.68) 
varC = varX%, C#0. 


4n min (r — 1, c—1) C 
For Pearson’s coefficient (33.63), the same difficulty arises in the case of independence, 
since 


(sexs) Ba ee 
a(X?) 4X*(n+X2)" 
so that we may only write 


var P = var X* if X* #0. (33.69) 


n® 
4X? (n+ X2)? 
This, unlike the expressions (33.68), cannot be written in terms of a parent coefficient P 
alone. 


33.33 From 33.32, we see that we need only calculate the variance of X® to obtain 
the standard errors we require. The variance of X? in the case of non-independence 
is complicated, but was worked out by K. Pearson (1915) for a table with fixed marginal 
frequencies, and more accurately by Young and Pearson (1915, 1919) who gave the 


variance to order 4. Kondo (1929) gives the mean and variance to order 5 when the 


marginal frequencies are random variables, and shows explicitly that the variance is of 
order 4 in the case of independence. (The exact variance of X* in the independence 


case is given by Haldane (1940)—a specialization of his result is given as Exercise 33.9.) 
The formulae are lengthy, and we shall quote only the first approximation given by 
K. Pearson (1915) : 
= infin Marte mala) XX 
estimated var X? = #n {ize (m,0.,/n)? taAG) f- (33.70) 
If (33.70) is substituted into (33.68-9) and X*, T, C, written for X*, T, C, we have 
the required standard errors. 


33.34 The summation on the right of (33.70) differs from the definition of X* 
at (33.62) only in that the denominator term is squared. If the marginal frequencies 
all increase with 2, this implies that the dominating term on the right of (33.70) will 
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be the middle one in the braces, so that asymptotically we may estimate the variance 
2 

of X? by an = 4X, This may also be seen directly. Under the conditions of 


30.27, we have that X* will be distributed asymptotically in the non-central y? form, 
in this context with v = (r—1)(c—1) degrees of freedom and non-central parameter 
(30.62), where the fo; here are the ‘‘ independence” frequencies. By Exercise 24.1, 
the variance of such a distribution is 


2(v+2a) = 2{(r-1)¢- 1+ 2nzy Par Pubs Bt. 3) 


For large n, the first term on the right is negligible,(*) and the second is estimated by 

4nZE (ng /n—m, 1, alm) 

ij iy, 1, 5/1 

Thus the leading term in the standard error of X? derives from its asymptotic non-central 
7? distribution. It is worth noting that the non-central parameter 2 in the distribution 
of X? is estimated by X? itself, so that the use of X? and its standard error is equivalent 
to setting approximate limits for A. Bulmer (1958) discusses confidence limits for A}, 
which is a natural “ distance” parameter. 


= 4X2, 


Other measures of association 

33.35 It cannot be pretended that any of the coefficients (33.63-5) based on the 
X? statistic has been shown to be a satisfactory measure of association, principally 
because their values have no obvious prababilistic interpretations. We are, therefore, 
led to seek a more readily interpretable measure. A number of these were proposed 
by Goodman and Kruskal (1954, 1959). We have already seen in 33.11-14 that two 
of their principal suggestions reduce in the case of a 2x2 table to two of the conven- 
tional measures of association. For the general rxc table, this is not so, and the 
Goodman-Kruskal coefficients are not functions of the X® statistic, unlike the 
measures so far discussed. For example, generalizing the approach of 33.13-14, they 
define a population coefficient which is the relative decrease in the probability of cor- 
rectly predicting one variable when the second variable is known, and a symmetrized 
coefficient which takes both predictive directions into account. For ordered classifica- 
tions, the approach of 33.12 generalizes similarly—we refer to it in our discussion of 
ordered tables in 33.40 below. In an as yet unpublished third part of their work, 
Goodman and Kruskal (1960) develop formulae for the standard errors of some of 
their coefficients under various sampling models. 


Ordered tables: rank measures of association 

33.36 If there is a natural ordering (cf. 33.1) of row- and of column-categories 
in a rxc table, we are presented with a new situation, which was not distinguished in 
the 2x2 table case because with only two categories the two possible orders of the 
ipyalows can only change the sign of ay measure of association. With three or more 


“ Except i in the case of S Apancaess when the second term is zero—this is the sical 
referred to in 33.32 above. 
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categories, the knowledge that there is an order between the categories conveys new 
statistical information which we may use in measuring association. Generally, we are 
unable to assume any underlying metric for the categories ; we know that the cate- 
gories proceed, say, from “‘ high” to “low” values of an underlying variable, but 
we can attach no numerical values to them. In such a case, we may make what is 
perhaps a slightly unexpected application of the rank-order statistic t discussed in 
31.24. For we may regard an 7 xc table with a grand total of m observations as a way 
of displaying the rankings of objects according to two variables, for one of which 
only 7 separate ranks are distinguished and for the other of which only c separate ranks 
are distinguished. From this point of view, the marginal frequencies in the table are 
the numbers of observations “‘ tied ”’ (cf. 31.81) at the different rank values distinguished. 
The case where there are no “ties” corresponds to a table of all whose marginal 
frequencies are unity. 


33.37. The measurement of association is now seen to be simply the problem of 
measuring the correlation between the two rankings. Either of the coefficients t and 
7, defined at (31.23), (31.40) may be used, but we shall discuss only the former. 

Some slight problems are produced by the fact that we are interested here in rank- 
ings with many ties. In the first place, we can no longer define the rank correlation 
coefficient in terms of a simple 0-1 scoring system as in the definition of h,; at (31.36). 
for we now have three possibilities instead of two. We therefore define, for the 


variable x, 
+1 if x, < x, 
ays = 0 if x, =x, 


—-1 if x, > x, 
and similarly for the other variable, y, 


+1 if <I 
by = 0 if =H, 


-1 if y> y;. 
Our measure of rank correlation is now to be based on the sum 
S=2a,b,, ij =1,2,...2; §#j. (33.71) 
aj 


If we wish to standardize S to lie in the range (—1, +1) and attain its endpoints in 
the extreme cases of complete dissociation and complete association, thus satisfying 
the desideratum of 33.5, we have a choice of several possibilities : 

(1) If there were no ties, no a,, or b;; could be zero, and (33.71) would vary between 
+n(n—1) inclusive. The measure of association would then be S/{n(n—1)}. The 
reader may satisfy himself that this is identical with t of (31.23), from the definitions 
of hy; and a,;,b,;. If some scores a,;,5;, are zero, this measure, which we shall now 
write 

eae 

° n(n-ly 
can no longer attain +1; its actual limits of variation depend on the number of zero 
scores. 


(33.72) 
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(2) If we rewrite the denominator (33.72) for the case of no ties as 

n(n) = {Ea E Ub}, 
which makes clear that ¢ is a correlation coefficient between the two sets of scores (cf. 
Daniels (1944)), we may define 

Layby 
| Nea ern eee 
(Bah E v4}! 
4 Ll 

t, and t, are identical when there are no zero scores, but otherwise the denominator 
of (33.73) is smaller than that of (33.72) and thus 4 > ¢,. Even so, ¢, cannot attain 
+1 generally, for the Cauchy inequality 

(Zaiyby)* < LAU; 
only becomes an equality when the sets of scores @,;, b,, are proportional, which here 
means that all the observations must be concentrated in a positive or negative leading 
diagonal of the table (i.e. north-west to south-east or north-east to south-west). If 
no marginal frequency is to be zero, this means that only for a square table (i.e. an 


rxr table) can ¢, attain +1. 
(3) For a non-square rxc table (r # c), |Za,,5,;| attains its maximum when all 


the observations lie in cells of a longest diagonal of the table (i.e. a diagonal containing 
m = min(r,c) cells) and are as equally as possible divided between these cells. If 
n is a multiple of m (as we may suppose here, since n is usually large and m a small 
integer), the reader may satisfy himself that this maximum is n*(m—1)/m, and thus 
a third measure is 


(33.73) 


t= a") 5. (33.74) 
t, can attain +1 for any r xc table, apart from the slight effect produced by 2 not being 
a multiple of m. For large n, (33.72) and (33.74) show that ¢, is nearly mt,/(m—1). 
33.38 The coefficients ¢, and t, do not differ much in value if each margin contains 
approximately equal frequencies. For 
Laz = n(n—1)— 2 2, (n.,—1) 
ij : pel 


=nt- =n, 
=1 
and similarly 
UB = w- I 


Thus the denominator of #, is 


(Gah E04} = {(=- = n8) (wi ny} (33.75) 
Ent 5 n\)' 
= ntj[ pozet? | ser |, (33.76) 
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while that of ¢, is 
nr 2) m(1-Z). (33.77) 
m ™, 


If all the marginal column frequencies ,, are equal, and all the marginal row fre- 
quencies n,, are equal, (33.76) reduces to 


m{(1-2)(1 -7)} (33.78) 


approximately. (33.78) is the same as (33.77) if the table is square (r = ¢ = m) ; 
otherwise (33.78) is the larger and thus #, the smaller. This tends to be more than 
offset by the fact that if the marginal frequencies are not precisely equal, the sums of 
squares will be increased, and (33.76), the denominator of ¢,, therefore decreases. 

The following example (cf. also Kendall (1955)) illustrates the computations of the 
coefficients. 


Example 33.8 


In the table below, we are interested in the association between distance vision in 
right and left eye. 


Table 33.3—3242 men aged & 30-39 employed in U.K. Royal Ordnance factories 
unaided distance vision 
“Left eye | 


Right eye ~~ _| 


Highest Second Third Lowest | 
grade grade grade grade bea 


Highest grade 821 112 85 = 35_-| 1053 
Second grade 116 494 145 27 | 782 
Third grade 2 151 583 87 | 3893 
Lowest grade 43 34 106 331 | 514 
Torats | 1052 791 919 480 | 3242 


The numerator of all forms of ¢ is calculated by taking each cell in the table in turn 
and multiplying its frequency positively by all frequencies to its south-east and nega- 
tively by all frequencies to its south-west. Cells in the same row and column are 
always ignored. (There is no need to apply the process to the last row of the table, 
which has nothing below it.) Baysby i is twice the sum of all these terms, because 
i,j 
we may have i <j ori>j. For this particular table, we have 
821 (494+ 145+27+ 151+583+87+34+ 106+331) 
+112 (145 + 27 + 583 + 87+ 106+ 331 —116—72—43), 


and so on. As we proceed down the table, fewer terms enter the brackets. The 
reader should verify that we find, on summing inside the brackets, 


821 (1958) +112 (1048) +85 (—465) +35 (— 1744) 
+116 (1292) +494 (992) +145 (118) +27 (—989) 
+72 (471) +151 (394) +583 (254) + 87 (— 183) 
= 2,480,223. 
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Thus the numerator is 
Laz;by = 4,960,446. 
From (33.75), the denominator of #, is 
[{3242*—(1052*+7912+ 9192+ 480%) } {3242— (105324 7822 + 8932+ 5142) }]# 


= [7,728,586 x 7,703,218}. 
Thus 
4,960,446 ee 
* = 77,708,586 x 7,703,218] ~ O43. 
From (33.74), on the other hand, 
— 4% 4,960,446 _ 9, 
ag 


We therefore find #, a trifle larger in this case, where both sets of marginal frequencies 
vary by about a factor of 2 from largest to smallest. A similar result is found in Exer- 
cise 33.10, where the range of variation of marginal frequencies is about threefold. 


33.39 Apart from the question of attaining the limits +1 discussed in 33.37 
above, the main difference between the forms #, and #, is that an upper bound (see 
(33.81) below) can be set for the standard error of ¢, in sampling m observations, the 
marginal frequencies not being fixed; in such a situation, #, is a ratio of random vari- 
ables and its standard error is not known. If the marginal frequencies are fixed, t, 
is no longer a ratio of random variables, but its distribution has only been investigated on 
the hypothesis of independence of the two variables categorized in the table—of course, 
if we wish only to test independence, we need concern ourselves only with the common 
numerator © a,;5,;—the details of the test are given by Kendall (1955). Stuart (1953) 
showed how the upper bound for the variance of t, may be used to test the difference be- 
tween two values found for different tables. This is fairly obvious, and we omit it here. 


33.40 Goodman and Kruskal (1954) proposed a measure of association for ordered 
tables which is closely related to the t coefficients we have discussed. It has the same 
numerator, but yet another different denominator, and is 


6a etal . (33.79) 
Bie Eah+d Sng, 


=1 
If we compare the desncainistoe: of G wath that ot i, at (33.75), which is identically 
equal to 


{[s*-3 (n+ 2n5)]}*—-3(En,—Zmy)*} 
P P P P 
and is thus very nearly n*—}(Zn%,+Zn2), it will be seen that the denominator of G 
P P 
is in practice likely to be smaller always. What is more, it is easily seen that G can 
attain its limits +1 if all the observations lie in a longest diagonal of the table. Thus 


G is rather similar to t,. Goodman and Kruskal (1960) give the standard error of G, 
a method of computing it, and a simple upper bound for it which is estimated from 


2(1-G?) 
varG < OA (33.80) 
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where Dg is the denominator of G at (33.79). This compares with the upper bounc 


for the variance of ¢, 
var t, <3(= i) -#}. (33.81, 
~n\\m-1 


Goodman and Kruskal (1960) show in two worked examples that G tends to be large: 
than #,, but that the upper bound for its standard error is considerably smaller ; the 
details are given in Exercise 33.11. If this is shown to be true in general, this fact, 
together with the direct interpretability of G in terms of order-relationships in random 
sampling (it gives the probability of the orders of x and y agreeing minus that of their 
disagreeing, conditional upon there being no ties—cf. 33.12 for the 2x2 case) would 
make it likely to become the standard measure of association for the ordered case. 


Ordered tables : scoring methods with pre-assigned scores 

33.41 Returning to our general discussion of ordered tables in 33.36, we now 
consider the possibilities of imposing a metric on the categories in the table. If we 
assign numerical scores to the categories for each variable, we bring the problems of 
measuring interdependence and dependence back to the ordinary (grouped) bivariate 
table, which we discussed at length in Chapter 26. Thus, we may calculate correla- 
tion and regression coefficients in the ordinary way. The difficulty is to decide on 
the appropriate scoring system to use. We have discussed this from the standpoint 
of rank tests in 31.21-4, where we saw that different tests resulted from different sets 
of “conventional numbers ” (i.e. “ scores” in our present terminology). Here, the 
difficulty is more acute, as we are seeking a measure, and not merely a test of 


independence. 
The simplest scoring system uses the sets of natural numbers 1, 2,...,7 and 
1, 2,...,¢ for row and column categories respectively. Alternatively, we could use 


the sets of normal scores E(s,r) and E(s,c) discussed in 31.39, Example 33.9 illus- 
trates the procedures. 


Example 33.9 
Let us calculate the correlation coefficients, using the scoring systems of 33.41, for 
the data of Example 33.8. For the natural numbers scoring, we assign scores 1, 2, 3, + 
to the categories from “ highest ” to ‘‘ lowest ” for left eye (x) and (because the table 
here happens to be square) similarly for right eye (y). We find, with » = 3242, 
Zx = (1052 x 1)+(791 x 2)+(919 x 3)+(480 x 4) = 7311, 
= (1053 x 1)+(782 x 2)+(893 x 3)+(514x 4) = 7352, 


Ext = (1052 12)+ ... = 20,167, 
Dy? = (1053x12)+ ... = 20,442, 
Exy = (821x1x1)+(112x1x2)+... = 19,159. 


Thus the correlation coefficient is, for natural number scores, 
19,159 — (7311) (7352) /3242 
[ {20,167 — (7311)*/3242 } {20,442 — (7352)?/3242 } jt 
2579 


= (3677x3772) ~ 96 


n= 
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This is not very different from the values of the ranking measures ¢, = 0-64, ¢, = 0-63 
found in Example 33.8, and we should expect this since the “‘ natural numbers ” scor- 
ing system is closely related to the rank correlation coefficients, as we saw in Chapter 31. 
Suppose now that we use the normal scores 
E(1,4) = —1-029, 
E(2,4) = —0-297, 
E(3,4) = +0-297, 
E(4,4) = +1-029, 
obtained from the Biometrika Tables, Table 28. 
We now simplify the computations into the form 
Lx = 1-029 (480-1052) +0-297 (919-791) = —550-6, 
Ly = 1:029(514— 1053) +0-297 (893 —782) = —521-7, 
Lat = (1-029)? (480+ 1-052) + (0-297)? (919+ 791) = 1773, 
Ly? = (1:029)* (514+ 1053) + (0-297)? (893 + 782) = 1807, 
Lexy = (1-029)? (821 + 331 —35 — 43) + (0-297)? (494 + 583 — 145 — 151) 
+ (1-029) (0-297) (116 + 112+ 106 + 87 —72 — 34 — 85 — 27) 
= 1268. 
Thus the correlation coefficient for normal scores is 
fe = epee, 1268= (550-6) (521-7)/3242 
3” [(1773 — (550-6)2/3242 } { 1807 — (521-7)?/3242}]! 
1179 
= (680% 1723p ~ OO 
exactly the same to two decimal places as we found for natural number scores. It 
hardly seems worth the extra trouble of computation to use the normal scores, at least 
when the number of categories is as small as 4. 


33.42 If one were strictly trying to impose a normal metric upon the r xc table, 
a more reasonable system would be to assign scores to the categories which correspond 
to the proportions observed in sampling from a normal distribution. Thus, in Example 
33.9, we should calculate the “ cutting points” of a standardized normal distribution 
which give relative frequencies 
1052 791 42919 = 480 
3242’ 3242’ 3242’ 3242’ 
and use as the “‘ left eye” scores the means within these four sections of the normal 
distribution. 
We need not make the calculation for the moment, but it is clear that the set of 
scores obtained will differ from the crude normal scores used in Example 33.9. We 
return to this scoring system in 33.50 below. 


33.43 We do not further pursue the study of scoring methods with pre-assigned 
scoring systems, because it is clear that by putting “information ” into the table in 
oo 
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this way, we are making distributional assumptions which may lead us astray if they 
are incorrect. On the whole, we should generally prefer to avoid this by using the 
rank order methods of 33.36-40. Yates (1948) first proposed the natural numbers 
scoring system of 33.41, and E. J. Williams (1952) surveyed scoring methods generally. 


The choice of “ optimum” scores: canonical analysis 

33.44 However, we may approach the problem of scoring the categories in an 
ordered rxc table from quite another viewpoint. We may ask: what scores should 
be allotted to the categories in order to maximize the correlation coefficient between 
the two variables? Surprisingly enough, it emerges that these ‘“‘ optimum ” scores 
are closely connected with the transformation of the frequencies in the table to bivariate 
normal frequencies. We first prove a theorem, due to Lancaster (1957), for ungrouped 
observations. 

Let x and y be distributed in the bivariate normal form with correlation p. Let 
x’ = x'(x) and y’ = y’(x) be new variables, functions respectively of x alone and 
alone, with E{(x’)?} and E{(y’)*} both finite. Then we may validly write 

x’ = aot+a,H,(x)+a,H,(x)+..., (33.82) 

where the H, are the Tchebycheff-Hermite polynomials defined by (6.21), standardized 
so that 


{- H?(x)a(x)de = 1. 


= a? will be convergent. The correlation is unaffected by changes of origin or scale, 
i=l 
so we may write a) = 0, and hence 
x= E a,H, E af =1, 
i=l f=1 
and similarly we may write 
o o 
y= 2bH, DTHR=1. 
i—1 f=1 


Now H,(x) is, by 6.14, the coefficient of t’/r! in exp (tx—4t*). Since the expectation 
of exp (tx—}t*+ uy —4u*) equals exp(ptu), we have 
o fo ras, 
[fo eomonrtea = {fF 152} 33.83) 
where f is the bivariate normal frequency. 
The variances of x’ and y’ are unity in virtue of the orthogonality of the H,, and 
hence their correlation is 


cov(x',y’) = e aybyp'. (33.84) 


Now this is less than |p| unless a? = 6? = 1. The other a’s and b’s must then vanish. 
Hence the maximum correlation between x’ and y’ is {p| and we have Lancaster's 
theorem : if a bivariate distribution of (x, y) can be obtained from the bivariate normal 
by separate transformations on x and y, the correlation in the transformed distribution 
cannot in absolute value exceed p, that in the bivariate normal distribution. 
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33.45 Suppose now that we seek a second pair of such transforms of x and y 
separately, say x” and y”. If we require these to be standardized and uncorrelated 
with the first pair (x’, y’), the Tchebycheff-Hermite representation 


#= Behe), y= 3 dts) 
together with the orthogonality laid down requires at once that 
= d,=0. “ 
Thus we obtain 
and, as at (33.84), 
cov(x", y”) = Bede, (33.85) 


which is maximized in absolute value only if cz = d? = 1 and all other c,, d, = 0, when 
the correlation is p*. We may proceed similarly to further pairs of variables (x’’’, y’’), 
(x, ), .etc., obtaining maximized correlations |p|’, p‘, etc. 

The transformed pairs of variables are known as the canonical variables. What we 
have shown is that the rth pair of canonical variables has canonical correlation | p|". 
Evidently, from our proof, the canonical variables themselves are simply the 
‘Tchebycheff-Hermite forms in the bivariate normal variables (x,y), i.e. 

(#”, ¥) = (H, (#), H,(y))- (33.86) 
Lancaster (1958) further extends this type of analysis. 


33.46 The results of 33.44-5 are formal. In practice, given an ordered r x c table, 
there is no difficulty in making separate transformations of the variables to achieve 
marginal univariate normal distributions for them—this is essentially what we dis- 
cussed in 33.42—but we should be fortunate if we found these separate transformations 
to result in a bivariate normal distribution of the frequencies in the body of the table. 
However, the theoretical implication of the result is clear: if we seek separate scoring 
systems for the two categorized variables such as to maximize their correlation, we are 
basically trying to produce a bivariate normal distribution by operation upon the 
margins of the table. 


33.47 Suppose, then, that we allot scores x,y, (¢ = 1,2,...,7; f= 1,2,...,0) 
to the categories of an rxc table. Without loss of generality we may take them to be 
in standard measure (zero mean, unit variance). Then we have 


vars = =n, x¢/n = vary = Zn. s¥%/n = 1, (33.87) 
cov (x,y) = corr(x,y) = Peat (33.88) 


We require to maximize (33.88) for variation in x and y subject to (33.87). If A, u are 
Lagrange undetermined multipliers, this leads to the equations 


> Ll m.%,=0, i= 1,2,...,7, (33.89) 
Eng xi UNI =O, jul, 2,...50: (33.90) 
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Multiplying (33.89) by x; and summing over i, we have 
A=R, 
where R is the correlation we are seeking. Similarly we find » = R, and hence, from 
(33.89-90), 
Enuys = Ray, % i=1,2,...,7, 
. 33.91 
Eryx, =Rajy, j= aan ( ) 
Eliminating x and y, we have a determinantal equation which may be written 
symbolically 


Rn, my 
=0. (33.92) 


ny Ra, 
We shall study this in considering the theory of canonical correlations in Volume 3. 
It is enough here to note that R can be expressed in terms of the cell frequencies. In 
fact, ((33.92) is an equation in R* with a number of roots. There are, in general, 
m = min(r,c) non-zero roots, one of which is identically unity; we are interested 
only in the m—1 others. These are the canonical correlations, That there can be 
only m non-zero canonical correlations follows from the fact that the rank of the array 
of frequencies {n,;} is at most m. We require the largest root, R;. The others, apart 
from sampling effects, are powers of this largest, as we have seen in 33.45. 


33.48 It follows from (33.92) that if the canonical correlations, the roots of (33.92), 
are R,, R,,..., Rm-1, then 


m-1 
ny = ant +z Rexys} (33.93) 


In the limit, as the categories of the rx c table become finer and m —>oo, this reduces 
because of 33.44-5 to the tetrachoric series 


f= Qayrerp(-Hertyy {i+ E Heine}, 3.94) 


where f is the bivariate normal frequency. (33.94) is simply another form of (26.66), 
which differs only in the factor j! in its denominator, since the H, were not there 
standardized. 


33.49 When the largest canonical correlation R, has been determined from (33.92), 
we can immediately calculate the “‘ optimum ” sets of scores giving this correlation. 
This is perhaps most easily done by returning to (33.91). If the second equation there 
is multiplied by 1,,/{(n,, m,,)'n,,} and summed over j, it becomes 


REnysy t 
Leman a, 7 = t/a = (=) Rx,. (33.95) 
(33. 95) may be rewritten 
E (em. E —"uMst__ — R2(x,n,.), (33.96) 


(tty, %;.)' 12,5 
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which makes it clear that the squared canonical correlations are the latent roots of the 


(7xr) matrix NN’, where N is the (rx) matrix whose elements are e me yr for 
ra) 


(33.96) in matrix terms is 

NN’u = R?u, (33.97) 
where wu is the (rx 1) vector with elements x;;,'. 

Since the rank of N, and hence of NN’, is at most m = min(r,c), NN’ will have 

zm non-zero latent roots in general as stated in 33.47. It is easily verified that R? = 1 
is always a root, the latent vector u then having elements (,.)!, ie. x, = 1 for this 
root. Leaving aside this root, which is irrelevant to the problem of association, we 
see that once the largest latent root R}? of (33.97) is determined, the corresponding 
latent vector u, gives the vector of scores for the first canonical x-variable. Similarly, 
the scores for the first canonical y-variable are given by the latent vector v, in 

N'Nv = R°v, (33.98) 
where v is the (cx 1) vector with elements y,;2,4. The non-zero latent roots of the 
(c x c) matrix N’N are, of course, the same as those of NN’, namely the squared canonical 
correlations. However, there is no need to solve both (33.97) and (33.98); we need 
only solve one (it is naturally easier to choose the one corresponding to the smaller 


of r and ¢, i.e. NN’ if r < c) and then obtain the other set of scores from (33.91), which 
we rewrite 


n= Rahm > 
‘% : (33.99) 
= Rm, 2789s : 
Example 33.10 


Let us make a canonical analysis of the data of Example 33.8. We first rewrite 
the table with the marginal frequencies replaced by their square roots : 


821 112 85 35 | 32-449,961,5 
116 494 145 27 | 27-964,262,9 
72 151 583 87 | 29-883,105,6 
43 34 106 331 | 22-671,568,1 


32-434,549,5 28-124,722,2 30-315,012,8 21-908,902,3 | 


We now construct the matrix N by dividing the m,; in the table by the product of the 


corresponding marginal square roots, e.g. 821/(32-434,549,5 x 32-449,961,5). We 
obtain : 


0-780047593 0-122720070 0-086406614 0-049230386 
0-127892990 0-628109454 0-171043616 0-044069667 


0-074284618 0-179664791 0-643554112 0-132884065 | (33-100) 
0-058476184 0-053322330 0-154229180 0-666385924 
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Here we have r = c, 80 it is immaterial which of NN’ and N’N we work with. We 
shall compute 


0-633424197 0-193793122 0-142143279 0-098290784 
0-193793122 0-442076157 0-238281615 0-096718276 
0:142143279 0-238281615 0-469617711 0-201730920 
0-098290784 0-096718276 0-201730920 0-474119575 


NN’ = . (33.101) 


We recall that the sum of the latent roots is equal to the trace of the matrix, so that if 
the trace of the matrix does not much exceed 1, the largest canonical correlation must 
be small—this is a useful preliminary check. Here, the trace exceeds 2, so that Rj 
could be as large as 1. 

We now obtain the latent roots. We must solve the characteristic equation 


|NN’—Al| = 0. (33.102) 
If we subtract 4 from each diagonal element in NN’, and expand the determinant of 
the resulting matrix, we find that it reduces to the quartic equation 
AS —2-019237640 A? + 1-343416989 4? — 0-355747132 A+ 0-031567594 = 0. 
Since one root of this equation must be unity, the left-hand side has a factor (2-1), 
and we may write it as 
(A—1) (42— 1-019237640 22 + 0-324179349 4—0-031567783) = 0. 


We are thus left with a cubic equation, which is solved by standard methods. The 
roots are the squared canonical correlations 


Ri = A, = 0-48516, 
Rj = A, = 0-34604, 
Rj = A, = 0-18803. 
It will be noticed that R, = 0-697 is not very much larger than the correlations of 
0-69 obtained with natural number and normal scores in Example 33.9. 
We now require the latent vectors corresponding to 4,. We first solve the set of 
equations for the elements of u, 
NN’u, = 0-48516u,, 


and find on dividing the elements u; of u, by 2, that the canonical scores for the row- 
categories are 


(33.103) 


u,/nyt — 1-307 
=| #s/nt) _ { +0-021 33.104 
* | s/n +0-739 |" ia 
u,/n? + 1-362 


The canonical y-scores are obtained from (33.99). Thus, for example, 


yy = {(821 x — 1-307) +(116 x +0-021) + (72 x +0-739) +(43 x +1-362)}/ 
{1052 (0-48516)!}. 
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The set of scores is 

— 1-309 

+0-040 

y +0-730 |" (33.105) 

+ 1-406 
The sets of scores (33.104) and (33.105), when weighted by the row or column fre- 
quencies, have zero means but have had to be adjusted so that their variances are 
unity, since latent vectors have an arbitrary scale constant. 


33.50 We now recall the implication of Lancaster’s theorem discussed in 33.46 : 
the choice of row- and column-scores to maximize the correlation between the categ- 
orized variables is essentially equivalent to transforming the margins of the table to 
univariate normality, with the intention of rendering the body of the table bivariate 
normal. Let us, therefore, apply to the data of Example 33.10 the normal scoring 
system outlined in 33.42. We shall then be able to see whether the resulting scores 
for the categories agree well with the canonical scoring in Example 33.10. 


Example 33.11 


The two sets of proportional marginal frequencies in Example 33.8, together with 
the corresponding ranges of a standardized univariate normal distribution (obtained 
from the Biometrika Tables) are: 


p= GS) Corresponding normal 


p= 9) Corresponding normal 


_ Tange (a, bi) n range (at, 51) 
0: 3245 “(- - 0-4551) | 0-3248 (-@, —0-4543) 
0-2440 (-0- 14551, +0-1726) 0-2412 (—0-4543, +0-1662) 
0-2835 (+0-1726, +1-0450) 0-2755 (+0-1662, +1-0006) (33.106) 
0-1480 (+ 1-0450, 0) 0-1585 (+ 1-0006, <0) 
1-0000 | 10000 


The mean value within a range (a;,,) of a standardized normal distribution containing 
a fraction p of the distribution is 


jean i) "(an)-t te“ dt oc 1 (e-tet_e- tm), (33.107) 
7 a” Pi 


We neglect the factor (2x)-#, since we are interested only in correlations, and scale 
changes in scores do not affect this. The values of the scores are found, using 4-figure 
logarithms, to be: 


Row scores Column scores 
—2-778 —2:777 
—0-343 —0-350 
+1-432 +1-380 
+3-914 +3-825 


Unlike the scores in Example 33.10, these are not exactly standardized, even if we 
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restore the neglected factor (27)-', for the use of means within ranges of the standard- 
ized normal distribution introduces a grouping approximation. We find, for the 
sums and sums of squares of these scores (weighted, of course, by row and column 
marginal frequencies respectively) : 


Row scores Column scores 
Sum sie os +. +98 —94 
Sum of squares .. ++ 17,923 16,984 
Mean 3G oe +. 0-030 —0-029 
Standard deviation «+ 2-351 2-289 


Adjusting the scores by subtracting the mean and dividing by the standard deviation, 
we obtain : 


Standardized row scores (x) Standardized column scores (y) 
— 1-194 — 1-205 
—0-159 —0-140 
+0:596 +0-616 (e108) 
+ 1-652 + 1-684 


The scores (33.108) agree only rather roughly with those in (33.104-5). We may only 
regard the method of the present example as giving a crude approximation to the 
canonical scores. 


Partitions of X?: canonical components 

33.51 The canonical correlations discussed in 33.44-9 have a close relationship 
with the X®? statistic (33.62). Consider again the matrix NN’ defined in 33.49. Its 
diagonal elements are 


n ni, 
(NN' Yas 7 = ni. = 


and thus we have 


. my _ x? 
trNN’ = z 25, he +1, (33.109) 
by (33.62). Remembering that the trace of a matrix is the sum of the latent roots, and 
that the latent roots of NN’ are 1, R?,...,.R%_1, we therefore have from (33.109) 

X? = n(Ri+Rit ...+Rh-1). (33.110) 
We thus display the squared canonical correlations, multiplied by 2, as components or 
partitions of X?. 

Further, since the different pairs of latent vectors are uncorrelated, the components 
separately have limiting z* distributions, all mutually independent, on the hypothesis 
of independence. Since the degrees of freedom for the total X? are (r—1)(c—1), the 
degrees of freedom for the components sum to this number. It is easy to see that in 
finding the first pair of canonical variables we impose a linear constraint upon the 
row-categories, and one also upon the column-categories. The degrees of freedom for 
X? after partitioning off R? are therefore 

{(-1)-1}{€-1)-1} = (-€-)-+e-3); 
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nR? therefore has r+c—3 degrees of freedom. Similarly, nR} has 
(r—2) (¢—2)—(r—3)(c—3) = r+e—5 
degrees of freedom and, generally, #R has r+c—2p—1 degrees of freedom. It is 
easily verified that 
m—1 ‘ 
2 (r+e—2p—1) = (r-1)(c-1), (33.111) 
Pa 


since m = min(r,c). 


Example 33.12 
In Example 33.10, the canonical components are 
3242R? = 1572-9 with 5 degrees of freedom, 
3242Ri = 1121-9 with 3 degrees of freedom, 
and 3242R3 = 609-6 with 1 degree of freedom. 


All these values far exceed any conventional critical value for the appropriate y* 
distribution. 


33.52 There are many (indeed an infinite number of) other ways in which X? 
may be partitioned; the formal structure of such partitions was given in 30.44. 
Whether a particular partitioning has statistical interest depends on the purpose of the 
analysis. As a preliminary, it should be noticed that X° itself is, in fact, a component 
of a larger such quantity, which we shall denote by X}. 

We no longer restrict ourselves to ordered tables, but consider only the independence 
case, when p,; = p;.p., for all t, j. The probability of the observed frequencies n,, is 
then 


nl Pu 
P{mulPusn) = itm gif 0 = aig ni (22) 
nil gt altel %! Hm, tisk 
= TT WaT Tnytnt (93412) 
just as in 33.23 for the 2x2 table. The left-hand side of (33.112) and each of the 
three factors on its right can be approximated by x? distributions. Writing 
My = NPyt eis 
we find on using Stirling’s series that the left-hand side of (33.122) is asymptotically 
log P{n,,|p.;,2} = constant — 12 {ei/(nPu)}- 
Thus 


(*15—npi. Ps)? 
xp = BOP (33.113) 


is asymptotically distributed like the sum of squares of rc standardized normal variates 
subject to one linear constraint (En, =n) and is therefore a x? variate with rc—1 
d 


degrees of freedom. 
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Similarly, 

(m;, —np..)* 
p= De 114} 
rary areas 

is asymptotically a 7?_,, 

(2.3—"P.9* = 
B= tO 33.115 
ons nP.s ( 5) 


is asymptotically a y?_,, and we already know that the “ ordinary ” X?, which we now 
write 
(nu — m4. 1.5/0)? 
: a al Sates Last Aad A 
Xhe = ae aa (33.116) 
is asymptotically a z* with (r—1)(c—1) degrees of freedom. (33.113-16) give the 
asymptotic partitioning 
XB = X34 X34 Xie (33.117) 
which is, in fact, a way of reflecting the factorization (33.112). Degrees of freedom on 
the right of (33.117) add to the degrees of freedom on its left, i.e. 
re~1 = (r—1)+(c—1)+(r—1)(c-1). (33.118) 
Thus we see (as we did in 33.29) that the degrees of freedom (r—1)+(c¢—1) on the 
right of (33.118) are lost to the “‘ ordinary ” X* (which is X}, in our present notation) 
because we have to estimate row- and column-probabilities from the table—if these 
were known a priori, (33.113) could be used instead. This is merely another instance 
of the loss of degrees of freedom due to estimation of parameters, which we remarked 
in 19,9, and which we shall use repeatedly in the Analysis of Variance in Volume 3. 


Example 33.13 (Lancaster, 1949b) 


A sampling experiment was (in effect) conducted nine times according to variations 
of factor A (threefold) and factor B (threefold). The frequencies (which were occur- 
rences in sampling from Poisson populations) were as follows : 


3,009 2,832 3,008 | 8,849 
3,047 3,051 2,997 | 9,095 
2,974 3,038 3,018 | 9,030 


9,030 8,921 9,023 | 26,974 


This is one of the relatively infrequent cases where we have prior marginal probabilities. 
Here py = $(i,7 = 1,2, 3) and p,, = p.; = 3. Using equation (33.117) we find: 


Degrees of Critical value 


Component Value freedom a = 0-05 
XE 3-615 2 5-991 

XG 0-828 2 5-991 

Xx} 11-864 8 15-507 
X#—X}-X3 7-421 4 _ 9-488 
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None of the three values Xf, X3, X} exceeds its random sampling limit given in the 
last column. The conditions of experimentation seem to have been about constant. 

Had we not possessed information about the marginal probabilities, we should have 
had to estimate them. We then find X}, = 7:547 with 4d.f. This is not quite the 
same as the value of 7-421 for X2—XZ—X3 in the above table, but the difference is 
trivial. It is, of course, due to the fact that the partition (33.117) is strictly an asymp- 
totic one. 


33.53 By essentially the method of 33.52, Lancaster (1949b) partitions X* for 
an rxc table into (r—1)(c—1) components, each having a single degree of freedom. 
Each degree of freedom corresponds to X? for a particular 2x 2 classification of the 
table. We shall not give the details here, but the method is easily understood from 
two examples. The 2 x3 table 


My, Me Myg . My. 
Ne, Meg Mes Ny. 


my, Ne Nain 


for which X? has 2 degrees of freedom, has the 2x2 component tables: 


My M2) My +M12 (m1+M13) Ms m, 
Mer Mea Matta and (tai +222) Mes Ma (33.119) 
Ny Mg Nits (n.,+2,2) 13 7 


If X? is calculated for each of these 2x2 tables in the ordinary way, their sum will 
approximately be the X? of the original 2x3 table. Similarly, for a 3 x3 table, with 
4 degrees of freedom, the four component 2 x 2 tables are: 


my Ms Myths (mt) N32 ny. 
Na Noo Nats (a1 +%22) Uy ns 


(81, +%91) (Myst Mee) (Mirttiat Mart mer) (y+ yg+ Ma. +49) (13+ 223) ; y+, 


(my t+Ma1) (tie Mee) (Mir tmret Mart tas) (r+ Mgt Mart Mas) (113 +123) My $y, 


i i 
ny Ns Nyt, (.1+7.3) ns i n 
(33.120) 


The procedure is quite general, but must be used with care since the partitioning is 
not unique (since rows and columns may in general be permuted). The components 
are only additive asymptotically, as in Example 33.13. 


Lancaster (19495, 1950) and Irwin (1949) give a method of partitioning X? exactly 
into (r—1) (e— 1) components corresponding to 2 x 2 tables, but the approximate partition 
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is good enough for most practical purposes—cf. Exercise 33.15. A. W. Kimball (1954) 
simplifies the computations for the exact partitioning. 


33.54 Other types of partitioning of X* are discussed by Cochran (1954) in a 
review of methods for rxc tables (and, indeed, also for goodness-of-fit tests) which 
includes a discussion of the problems of handling tables with small hypothetical (inde- 
pendence) frequencies in some or many cells without destroying the x? approximation 
to the distribution of X*. His recommendations are that if only 1 cell out of 5 or more, 
or 2 cells out of 10 or more, have hypothetical frequencies smaller than 5, a minimum 
expectation of 1 is allowable. If there are more such cells, a minimum theoretical 
frequency of 2 is usually adequate if there are fewer than 30 degrees of freedom. For 
more than 30 d. of f., the exact mean and variance of X* given by Haldane (1940) 
should be used and X? taken to be asymptotically normal with these moments. 

For ordered tables, Quenouille (1948) in ‘an unpublished paper gives partitions of 
X* which extract linear, quadratic, etc., components. 


2x c¢ tables: the binomial homogeneity test 


33.55 A particular case of the rxc table which is of special interest is the 2xc 
table, where we are comparing c samples in respect of the possession or non-possession 
of an attribute. The general formula (33.62) for X? reduces here to 


X= : z (ty — 1, 2.5/0)? (33.121) 
int jar 1%, j/n? oe 


where 7, is the jth sample size and n = &n,, as before. Useful exact and approximate 
j 


methods of calculating (33.121) are given in Exercise 33.21. If we write 


é = 1,/n 
for the ML estimate from the table of the probability of observing a ‘‘ success ”’ (i.e. 
an entry in the first row of the table), (33.121) may be expressed as 


xen §[OumnBh, (Oucmd-n(-D) 


j=l nh; n,(1—p) 


-¥ (1;—1.55)* 2 
Pi nspl—)* ee 
distributed asymptotically as y* with c—1 degrees of freedom. The test of the homo- 
geneity of the c binomial samples based on (33.122) is thus seen essentially to be based 
on the sum of squares of c independent binomial variables each measured from its 
expectation (estimated on the hypothesis of homogeneity) and divided by its estimated 
standard error {n,,6(1—)}*. There are c—1 degrees of freedom because we esti- 
mate the expectation linearly from the data—if it were given independently of the 
observations as p, we would replace f by p in (33.122) and have the full c degrees of 
freedom for X?. 
Armitage (1955) gives an expository account of tests for trend in the probabilities 
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underlying an ordered 2xc table, which are essentially applications in this simpler 
situation of the rank-order and scoring methods which are discussed generally earlier 
in this chapter. 


The Poisson dispersion test 


33.56 Now consider what happens to the statistic (33.122) when the hypothetical 
underlying binomial distribution tends to the Poisson distributions in the classical 
manner of 5.8, so that 


ny—> wo, pd, nypmd. 


We then have c independent observations on this Poisson variable, namely the ,,. 
The statistic (33.122) with 6 replaced by p reduces to 


e —j\2 
xe 5 Gu (33.123) 
j=l iS 

which is asymptotically a z? variable with c degrées of freedom as in 33.55. If, as is 
usual, A must be estimated, we use the completé sufficient unbiassed estimator n,./¢ = 1, 
which is the mean of the c observations. Thus 


e 1,)2 
Xt a y Mur m (33.124) 
j=l my 
has (c—1) degrees of freedom as a test of homogeneity of c Poisson frequencies, a 
degree of freedom having been lost by the estimation process just as for (33.122). 
The tests of this and the last section, which are due to R. A. Fisher, are some- 
times called the dispersion tests or variance tests of the binomial and Poisson distribu- 
tions. This is because each is the sum of a number of c terms, each term being the 
ratio of a variate squared about its estimated expectation to an estimate of its variance 
—in the case of (33.124), the Poisson population mean and variance are equal, so that 
7%, estimates both. 


33.57 Cochran (1954) gives a detailed account and bibliography of the binomial 
and Poisson dispersion tests, and especially of the partitioning of degrees of freedom 
from X? in each case. 

It appears, in particular, that the dispersion statistic (33.124) often gives a more 
powerful test of the hypothesis that a sample originated from a Poisson distribution 
than does the X? goodness-of-fit test based on grouping the observations into the fre- 
quencies with which the values 0, 1, 2,... are observed. The basic reason for this is 
that for Poisson distributions with small values of the parameter A, the observed fre- 
quencies fall off sharply after a certain value, which is as low as 4 or 5 if 4 is 1 or less (cf. 
Table 5.3 and Example 19.11). Thus, unless 2 is extremely large, a goodness-of-fit 
test can only have a few degrees of freedom (about 5) since the values in the upper 
tail must be pooled into a single class to obtain a sufficiently large hypothetical fre- 
quency for the test to be valid (cf. 30.30). This does not apply to the dispersion test, 
where the number of degrees of freedom is equal to c—1, one less than the number of 
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observations, no grouping being necessary—this point is perhaps obscured by our 
derivation of the test through the 2 x c table, but is clear from (33.124) directly. Thus, 
for “‘ reasonable” sample sizes, the dispersion test may be expected to be more 
powerful. 


Multi-way tables 

33.58 Throughout this chapter, we have been considering the relationships 
between two categorized variables ; our r xc tables have been two-way tables. It is 
natural to generalize the problem to p 2 3 variables categorized in multi-way tables, 
or, as they are sometimes known, complex contingency tables. This was first done by 
K. Pearson (1904, 1916) for an underlying multinormal distribution. If the pth vari- 
able is polytomized into r, categories, we have ar, xr,X...X7, table, which can only 
be physically represented in p dimensions. In the simplest case when p = 3, we can 
represent the 7,x1r_xr3 table as a solid with cells arrayed in rows, columns and 
“layers,” and to avoid subscripts we shall use the initial letters as in the two-way 
case and call this a rxcx/ table. In point of fact, the three-way table is the only 
multivariate one which has received more than formal attention in the literature, since 
no new theoretical points arise when p > 3; but we shall see that the generalization 
from two to three dimensions does introduce new considerations. 


33.59 Let us first consider the approach of 33.52, where we partitioned the two- 
way rx table in the case of independence. If we write m,, for the observed frequency 
and py, for the probability in the cell in the ith row, jth column and &th layer, the 
hypothesis of complete independence is 

Ho: Pure = Pu. Ps Pats (33.125) 


where a dot denotes summation over that subscript as before. In the two-way case, 
we had the partition (33.117-18) into “ rows,” “ columns” and “ rows x columns ” 
components, with (r—1), (c—1) and (r—1)(c—1) degrees of freedom respectively. In 
the present three-way case, we have the asymptotically additive components : 


Component Degrees of freedom 
Rows .. .. .. .. XZ r-1 
Columns .. .. .. X3 c—1 
Layers .. .. .. .. X$ I-1 
Rowsxcolumns .. .. Xje (r-1)(c-1) (33.126) 
Rowsxlayers .. .. Xin (r—1)(/-1) 
Columns x layers -» Xb, (e-—1)(/-1) 
Rows x columns x layers Xioz, (r—1)(e—1)(/-1) 
“ToraLs XE ~ rel=1 


In the 2x22 table, each component in (33.126) has 1 degree of freedom. 
If we regard the rx¢x/ table as a parallelepiped, the variation is thus expressed 
first of all in terms of edges, secondly in terms of faces, and finally in terms of the main 
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body of the table. Corresponding to (33.112) we have 


P{reu| Poet} = P{m..|pc.52}P {ms |P.s.a}P{m..2|P.m} 
P{ny, | ...,1.3.} P{nj4|1:...%..4} 
P{ 104, | 1.5.5.2} P {tase | thig.s Bice Mage} (33.127) 
from which the asymptotic z? distribution of the components may be deduced. 

The individual components in (33.126) are easily calculated. If there are hypo- 
thetical probabilities for any or all of the p;..,).;.,P..x, the corresponding components 
(X%, Xj and X}) are simply the goodness-of-fit X* values for the row, column and 
layer marginal distributions, taken separately. If there are no hypothetical prob- 
abilities in any case, the corresponding one of these components is identically zero. 
‘We now compute the “ ordinary ” X? for testing independence in each of the three 
two-way tables. From the (rxc) table X%, we subtract (Xz+X@); from the (rx/) 
table X?, we subtract (X3+X}); and from the (cx /) table X*, we subtract (X3+X}). 
The results are X}c, Xf, and X%, respectively. Finally, we compute the X?® for 
testing independence in the (rxcx/) table. This is X}, and Xo, is obtained by 
differencing. 

In accordance with the terminology of the Analysis of Variance which we shall use 
in Volume 3, any component with p subscripts in (33.126) is called a (p—1)-order inter- 
action. Thus X}, X3 and X} are zero-order interactions, X}, is a first-order inter- 
action, and X},, is the only second-order action in a three-way table. The word 
‘« interaction ” should for the present be regarded as a convenient nomenclature ; we 
shall discuss its interpretation in Volume 3. However, the reader may profitably con- 
sider the implications of the terminology—his intuition is unlikely to lead him astray 
in this connexion. 


Example 33.14 (Lancaster (1951), quoting data of Roberts et al.) 

The following show some data for rats in a 2x2x2 table classified according to 
whether they do or do not possess attributes, A, B, D. As before, we use «, B, 6 to 
denote absence of the attributes. 

The basic frequencies are : 


(ABD) = 475 (BD) = 467 
(ABé) = 460 (aBé) = 
(ABD) = 462 (BD) = 
(ABs) = 509 («B6) = 427 
We arrange these in three 2x 2 tables thus: 
Attributes a A Tortats | Attributes 4 D Tortats Attributes 6 D Torats 


B 921 971 1892 B 936 956 1892 | « 867 961 1828 
B 907 935 1842 | B 900 942 1842 | A 969 937 1906 


~“"Torars 1828 1906 3734 - Torats 1836 1898 3734 “Torats 1836 1898 “3734 
The hypothetical probabilities of all the attributes are $. Thus for A we have 
(1828 — 3734/2)? _ (1906 —3734/2)? * 
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Similarly, we find for the other interactions the components in the third column ci 
the following table : 


Interaction Degrees of X® (prior hypothetical X® (parameters 


probabilities) estimated) 
A 1 1-6294 0 
B 1 0-6695 0 
D 1 1-0295 0 
AB 1 0-1296 0-1176 (33.128) 
AD 1 42517 43426 
BD 1 0-1296 0-1397 
ABD 1 2:7863 2-6904 
Torats v4 10-6256 7-2904 


For one degree of freedom, the 95 per cent point of x? is 3-84 and the 97% per cent 
point is 5-02. The only component near these values is the AD term, which lies between 
them. If there is any connexion between the factors at all, therefore, one would look 
for it between A and D, but the hypothesis of independence is not very strongly suspect. 
Xio\t 
Tn 


In fact, we find Vip = = 0:03. In any case, the component ABD is with- 


in sampling limits, and if A and D were connected, we should expect the ABD com- 
ponent to be large. Furthermore, we must bear in mind, as always when partitioning 
X?, that the separation of a single test into a number (here 7) increases the probability 
of some component falling outside its random sampling limits. On the whole, there- 
fore, the conclusion seems to be that all three factors are independent (or so weakly 
dependent that there is no decisive indication of interdependence). 

Had we not had prior probabilities but estimated them by marginal frequencies, 
we should have obtained the values of X? in the last column of (33.128). The values 
are very close to the previous ones, as they should be, and the same conclusion is 
reached. 

It may be noted that we might have had prior information about some of the prob- 
abilities but not of others. In such a case, we should estimate those unknown and 
proceed as before. 


33.60 The large number of interactions in the general multi-way table makes it 
possible to consider a large number of hypotheses other than that of complete inde- 
pendence, stated at (33.125). S. .N. Roy and Mitra (1956), who make similar distinc- 
tions regarding the structure of multi-way tables as we did for 2x2 and rxc tables 
in 33.18 and 33.31 above, discuss a number of these. For example, we may wish 
to test 


A, = Pie _ Pik Duvs (33.129) 


which states that in a layer of a three-way table, the row and column variables are 


CATEGORIZED DATA 583 


independent. This is the analogue of a zero partial correlation between rows and 
columns with layers fixed. Or we may wish to test 


Ay: Pie = Bis. Pi. (33.130) 
which asserts the independence of the row-column classification, considered as a 
bivariate distribution, from the layers. This is the analogue of a zero multiple cor- 
relation of layers upon rows and columns. 
By summing the two sides of (33.130) first over j and then over i, we see that it 
implies both 
Pic = D..P..e (33.131) 
and 
Pise = 2.5. Pike (33.132) 
However (33.131-2) do not alone imply (33.130). S. N. Roy and Kastenbaum (1956) 
have investigated what additional hypothesis was necessary to ensure that (33.131-2) 
lead to (33.130). They rejected because of its mathematical intractability the natural 


Hy: Page = Pet: Bate Pew 33.133 
wee Das. P..e Pi. ( ) 

and instead suggested 
Ag: Pic = 915 92 Gan (33.134) 


where the a’s are arbitrary positive numbers. They show that (33.134) and (33.131-2) 
imply (33.130) and call the hypothesis (33.134) “the no-interaction hypothesis.” 


33.61 S. N. Roy and Kastenbaum (1956) and S. N. Roy and Mitra (1956) develop 
large-sample X* tests for the hypotheses (33.129), (33.130) and (33.134), as well as some 
others. As might be expected, the test statistics turn out to have limiting y* distribu- 
tions with respectively [(r—1)(c—1), (re—1)(J—1) and (r—1)(c—1)(J—1) degrees of 
freedom. Similarly the test of the complete independence hypothesis (33.125) is found 
to have rcl—r—c—1+2 degrees of freedom. In terms of the components in (33.126), 
these tests may be displayed as follows : 


Test statistic is asymptot- 
ically equal to the sum of 
components in (33.126) 


Equation Hypothesis Degrees of freedom with subscripts 
(33.125) Complete independence rcl—r—c—l+2 RC,RL,CL, RCL 
(33.129) Zero partial correlation I(r-1)(c-1) RC, RCL 
of rows and columns 
with layers fixed (33.135) 
(33.130) Zero multiple correlation (re—1)(/—1) RL, CL, RCL 
of layers upon rows and 
columns 
(33.134) “‘ No interaction ” (r—1)(c-—1)(l-1) RCL 


PP 
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33.62 Bartlett (1935b), who was the firet to consider the problem, and Norton (194: 
considered an alternative definition of second-order interaction in three-way tables, whic: 
is less easy to interpret and to compute than that of 33.59, which is due to Lancaste: 
(1951). However, Lancaster showed that the methods are asymptotically equivalent. 

Lancaster (1960) has extended the ideas of canonical analysis to the multi-way table. 


EXERCISES 


33.1 Show that the coefficient of association Q is greater in absolute value than the 
coefficient of colligation Y, except when both are zero or unity in absolute value. 


33.2 Derive the standard error of the coefficient V given at (33.17). 
33.3. For the 3 x 4 table (from Ammon, Zur Anthropologie der Badener) 


Eye colour : Hair colour group | 
B, 3B, B, B,! Torars 


A, | 1768 “807 189 47 ; 2811 
A, 946 1387 746 53 ! 3132 
A, | 115 438 288 16 1 857 


TOTALS | 2829 2632 1223 116 “6800 = n 


show that X* = 1075-2, and hence that the coefficients (33.63-5) are 
P = 0-3695, 
T = 0-2541, 
C = 0-2812. 


33.4 Show that for an r x c table the Pearson coefficient of contingency P is equal 
to the Tschuprow coefficient T for two values of X*/n, one of which is zero; that for 
X*/n between these values P > 7, and for X?/n greater than the higher value T > P. 


33.5 In experiments on the immunization of cattle from tuberculosis, the following 
results were secured :— 


Table 33.4—Data from Report on the Spahlinger Experiments in Northern 
Ireland, 1931-1934 


(H.M. Stationery Office, 1935) 


Died of Tuberculosis © Unaffected or only 
or very seriously slightly affected 


affected Torats 
‘Inoculated with vaccine a 6 13 19 
Not inoculated or inoculated with 
control media are : 8 3 11 
TOoTaLs 14 16 30 


Show that for this table, on the hypothesis that inoculation and susceptibility to 
tuberculosis are independent, X* = 4-75, so that the hypothesis is rejected for « > 0-029 ; 
that with a correction for continuity the corresponding value of « is 0-072; and that by 
the exact method of 33.19-20, « = 0-070. 
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33.6 Show that if two rows or two columns of an r x ¢ table are amalgamated, 


X™ for testing independence in the new table cannot be greater than X* for the original 
table, and in general will be less. 


33.7 Show that if f is a standardized p-variate normal distribution with dispersion 
matrix V and — distributions f,, fz, -..-. 5S» 


2 CoA I by tey = 
# eel. -f oe dx,...dxy 
where W = 2I- - 


se etry 
avyTwij 
(K. Pearson, 1904) 
33.8 In a multi-way table based on classification of a standardized p-variate normal 
distribution according to variates with correlations pj, show that 


log(1+$*) = —glog|I+P| —}log|I-P|, 


where ¢? is defined in Exercise 33.7 and P is the matrix with elements ij, i 4 j and 0, 
i =j. Hence, by expanding, show that 


@ > $trP? = has 
<. 
(Lancaster, 1957) 
33.9 For the r xc table with both sets of marginal frequencies fixed, consider the 


statistic 
n jet ja im ae nny/n 


which is a weighted sum of the contributions of the rows of the table to X* at (33.62), 


the weights being the proportional row frequencies m,/n. Show that on the hypothesis of 
independence 


E(H) = (e—1)n(nt— En /(n—1), 
4{Eniy—nEnt) ' 
va H= §.—§ (a-nB 5) @-2-4e-Der-a 


(x1) (—2) 
nt (nt— End) End—n) Met Gade abe) 
+" =APHEHG= * 122) Qu—3) ] 


191 
- - a — -—1)? 
x {nte n(e 1+- Ei) 1) }. 
2 
If all row marginal totals are equal, so that m, = n/r, show that H = +x, and that 


n 
E(H) = Gor" 1)(e-1) 


_ 2n8 (n—r) (r—1) 
we H = gene ate D(@- nei-EE x) tem}, 
so that E(X*) —> (r—1)(c—1), 
var (X*) —> 2(r—1) (c—1), 


as they must since its limiting distribution is of the z* form with (r—1)(c—1) degrees 
of freedom. 


(C. A. B. Smith (1951-2); cf. also Haldane (1940)) 
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33.10 Show as in Example 33.8 that for Table 33.5 = ayby = 2x 13,264,256 a. 


hence show that 
ty = 0-658, 
t, = 0-633. 


Table 33.5—7477 women aged 30-39 employed in U.K. Royal Ordnance 
factories 1943-6 : unaided distance vision 


™~ 
~~ Left eye | Highest Second Third —_ Lowest 


Brae grade grade grade © Torats 
Right os ws sai aint ne —— i) 
Highest grade | 1520 266 124 66 «| 1976 
Second grade | 234 1512 432 78 =| 2256 
Third grade =, 117 362 1772 205, 2456 
Lowest grade 36 82 179 492789 
Toras ‘1907 2222 2507 841 | 7477, 


33.11 Inthe 4x 4 tables of Example 33.8 and Exercise 33.10, show that the coefficient 

G defined by (33.79) takes the values 0-776, 0-798 respectively, with maximum standard 

errors given by (33.80) as 0-022, 0-014 respectively. Show also that the maximum 

standard errors obtained for the t, values of 0-629, 0-633 are 0-029, 0-019 respectively. 
(Goodman and Kruskal, 1960) 


33.12 The following data, due to D. Chapman, relate the conditions under whict 
homework was carried out (rated from the best, A;, to the worst, A,) and the teacher's 
assessment of the quality of the work (from best, B,, to worst, By): 


| Ay As A, A Ay | Torats 


” By | 141 67 11479 39 | by 
B, | 131 66 143 72 35 | 
B, | 36 14 98 28 16 ia 


Torats | 308 147 295 “179 90 | 1019 


Show by assigning natural-number scores to the categories that the regression coefficient 
of homework quality rating upon homework conditions (0-025 in these units) is within 


ordinary sampling fluctuation limits of zero, its standard error being 0-016. 
(Yates, 1948) 


33.13 The table below, due to A. R. Treloar, relates the periodontal condition of 
135 women to their average daily calcium intake : 


Average grams of calcium per day 
| 0-0-40 _0-40-0'55 0-55-0-70 over 0-70 


A r 5 3 10 11 
Periodontal Bi 4 5 8 6 
condition Ci 26 11 3 6 
D 2 
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Show that the canonical correlations are 


R, = 0-56273, ‘nRt = 42-74984, 
R, = 0-10869, so oa = 1-59497, 
R, = 0-00045, nR3 = 0-00003, 

“X? = 44-3484, 


only the first of these components of X* exceeding conventional critical values for z* 
distributions. Show that the canonical scores corresponding to R, are :— 


Periodontal condition Calcium intake 
A: —1-3880 0-0-40 : 0-8397 
B: —1-0571 0-40-0-55 : 0-4819 
Cc: 0-6016 0-55-0-70 : —1-5779 
D: 0-9971 over 0-70 : —1-1378 


In particular, note the change of trend in the calcium intake scores at 0-70, which 
confirms the impression from the data that there seems to be a limit above which increased 
calcium intake does not further improve periodontal condition. 

(E. J. Williams, 1952) 


33.14 In Example 33.10, show that 

0-633768533 0-192522708 0-146101456 0-092877193 
0-192522708 0-444704410 0-241885812 0-093129969 
0-146101456 0-241885812 0-474670557 0-200085907 
0-092877193 0-093129969 0-200085907 0-466094141 

and show that its four latent roots are given by unity and (33.103). Use (33.98) to 


evaluate the vector of y-scores (33.105) directly, and thence obtain the x-scores (33.104) 
by use of (33.99). 


N’ N= 


33.15 For the data of Example 33.13, show that the four 2 x 2 tables (33.120) yield 
components 


2-860, 2-180, 
2-526, 0-005, 
totalling 7-571, as against X* = 7-547 for the original 3 x 3 table. 
(Lancaster, 1949b) 


33.16 In 33.53, use the method of 33.52 to demonstrate the asymptotic partition 
of X* for the 2 x 3 table into single (2 x 2) components (33.119), and show that the 
argument may be extended to the general r x c table. 


(Lancaster, 1949b) 


33.17 In the multinomial (p,+)3+ ... +r)", define 
a Mae 
~ {np(i—p)}? 
Show that, in the notation of partial correlations and regressions, 
py = — {pebs/A—pd (tp) }, 

Pijat...m = —(bePs/[{1—p)— (at bit... + Pm) —P)— Wet prt -.. +Pm) Dt, 
% = 1, oy = {1—- (rtp) }/ (1 —pd) (1-P)}, 

Bg.at...m = — (pid{1—p)/A—pd)}/{1—py— Oat oie --. +Pm)}- 


ws i= 1,2,...,7. 


wou 
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Show that 1,/0;, ws, 3/03,1, Ws.21/0s. 93, etc., are asymptotically normally distributed with 
zero means, unit variances and zero correlations. Show further that we,33,.40—1) = 0 and 
hence that the first (R—1) w’s provide a partition of X? into (k—1) independent com- 
ponents. 

(Lancaster, 1949b) 


33.18 Let C and D be orthogonal matrices of rank r and c respectively and let the 

(vc x rc) matrix K be their direct product C xD and the variables 
xy = (ny—npi.p.sd/npips 
be arranged as a column vector 
Epp Kany 6 + y Krer Kare Kany e+ y Kagy ee oy Kray Xray oes Xe)’ 

Show that by a suitable choice of the elements of C and D, the matrix Y = Kx gives the 
components of X* for the r x ¢ contingency table, y,, referring to the total, y,4(& # 1) the 
column totals, yg; (k # 1) the row totals and the remaining terms the other (r —1) (c—1) 


degrees of freedom (cf. 33.52). 
(Lancaster, 1951) 


33.19 In the particular case of a 3x3 table in Exercise 33.18, take 


J. 1. 
v3 v3 v3 
1 -1 
= = aoe eee” YO 
c=D Vi V2 
My ne? 
v6 V6 V6 
For the data of Example 33.13, obtain the matrix of x-values 
0 —0-812829 -—0-409012 
( —1-834459 1-653094 r47ii6t) 
—0-499424 —1-587173 —0-070020 


and hence verify the table of that example. 


33.20 Show that for a 2 xc table with m,, = m3,, X* reduces to the form 
c — 3 
xte y Mura) 
jul Mytny 
This is the test statistic for testing the homogeneity of two equal-sized samples polytomized 
into ¢ categories. 


33.21 In the 2 xc table, suppose that n,, > m2., and choose small integers k, h with 
k > h = 1 such that k/h approximates ,,/m3, and hence (hn,,—k13,)/n is small. Show 
that for the table, (33.121) may be written exactly as 


Xm Grptacar lens bea/ns ms he "/mh, 


and approximately as 
x0 pf Edens bmestins— Com, he "/nh 
j=l 


re) 
ae 


with an error of a factor less than 1— 
(Haldane, 1955b) 
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33.22 For the 2 x 11 table, 


25 80 38 52 9 21 33 24 30 51 56 | 419 
115 12 80 762 7 7 #3! 6, 


26 95 50 60 9 28 39 26 37 58 59 | 487 


use the results of the last exercise with h = 1, k = 6 to show that X* = 16-709 by the 
exact formula, and 16-393 by the approximate one. This is an approximation error of 
1-9 per cent, against the 2-3 per cent maximum allowed. 

(Haldane, 1955b)° 


33.23 Show (cf. Exercise 33.20) that in a r Xr contingency table, we may test com- 
plete symmetry (i.e. Ho: py = Dt, 1, = 1,2,...,7, where py is the probability of an 
observation occurring in the ith row, jth column) by the statistic 

w= Dy Mann 
f<j mytnn 
asymptotically distributed as z* with 4r(r—1) degrees of freedom. 
(Bowker, 1948) 


33.24 Show that in a rxr table with identical categorizations (cf. 33.2) we may 
test the homogeneity of the two underlying marginal distributions (i.e. Hy: p:, = P.1, 
i= 1,2,...,7) by the quadratic form in the (r—1) asymptotically normal variables 
& = (m,—n), i= 1, 2,...,7-1, 

e-1, r-1 

Q=ed'Vid==2 2 VY dd; 

tal jul 
where VY is the (4,j)th element of the inverse of the (r—1) x(r—1) dispersion matrix V 
of the d, whose elements are 

Vig = +0 4—2nu, Veg = —(ngtny), Fy. 
Show that Q is asymptotically distributed as z* with (r—1) degrees of freedom. 
(Stuart, 1955b) 


33.25 Show that inarx r table, the hypothesis of common proportionality of the 
diagonal cells, i.e. 
Pi Pt 
°" pbc Psy 
may be tested by the statistic 


4,j =1,2,...,7, 


Zu 


mot 
nny on ts 
i 


asymptotically distributed as z* with (r—1) degrees of freedom. 
Q. Durbin; cf. Glass (1954), p. 234) 


33.26 Verify the values of the two sets of components of X® in (33.128), using the 
method given below (33.127). 
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33.27 Re-arrange the frequencies of Example 33.13, except 3018, in the 2x2 x2 
table 
3009 2832 | 3008 2974 
3047 3051 | 2997 3038’ 
the rows and columns being as laid out and the figures on the right being a “ layer” 
above those on the left. Obtain the following partitions of X*, the hypothetical prob- 
abilities all being 3: 


* (hy thetical = i 
7 panda) e oae 

R 40115 0 
Cc 1.1503 0 
z 0:2540 0 
RC 2.7357 2-7824 
RL 1-7372 1-7547 
LC 1-3524 1:3607 
RCL 04690 0:5107 

11-7107 64085 


(Lancaster, 1951) 


33.28 In a 2x2x2 table, let 
T=), U=@.) V=@D, 
. t=(.)1, wu =(62)4 v0 = (6.2), 
and the (8 x8) matrix M be the direct product of the matrices 


Voie . U wu sf T ¢ 

-v V —u U -* Ty) 
Let xi = (miei. 0.5.0.2) (Ob4.. Ps. Pt, 
and x represent the column vector 

= CX ar2 Mann X191 001 X11 Xara X102 Xa02)- 

Show that the elements of Mx are the components of (asymptotically independent) x 
variables for, in this order (cf. (33.126) ), 

T, R, C, RC, L, RL, CL, RCL. 

(Lancaster, 1951) 


33.29 The marginal probabilities of a r xc table, namely the p:,, p.j, are known, and 
it is required to estimate the cell probabilities p;;. A sample of n observations is taken 
from the multinomial distribution with probabilities py. Show that the ML estimators 
by of the py are the solutions of the (r—1)(c—1) equations 


—-—-— + » #€2=1,2,...,7-1; 7 =1,2,...,¢-1. 
by pio brs Pre 
Show also that these are the modified MV unbiassed linear estimators of the pi; obtained 
by applying (19.59) to the my @ = 1,2,...,r7-1: j= 1, 2,...,¢—-1), their exact 
dispersion matrix V having been modified by replacing px; by fy throughout. 
(El-Badry and Stephan (1955); cf. also J. H. Smith (1947) ) 


33.30 On c separate occasions, the same set of n individuals are observed in respect 
of the possession (scored 1) or absence (scored 0) of an attribute, and the results put in 
the form of a 2x2... x2 = 2° table. Let 7; (j = 1, 2,...,¢) be the total number 
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of 1’s on the jth occasion and uw (i = 1, 2,..., 2°) be the number of 1’s among the ¢ 
coordinates of the ith cell in the table. Show that if the probability of a “‘ 1” is identical 
of all ¢ occasions, the statistic 


O = ele) B (Tj HreZa—Zad 
(where the summations in the denominator are over all non-empty cells) is asymptotically 


distributed as z* with (c—1) degrees of freedom. 
(Cochran, 1950) 


CHAPTER 34 
SEQUENTIAL METHODS 


Sequential procedures 

34.1 When considering sampling problems in the foregoing chapters we have 
usually assumed that the sample number 2 was fixed. This may be because we chose 
it beforehand ; or it may be because n was not at our choice, as for example when we 
are presented with the results of a finished experiment ; or it may be due to the fact 
that the sample size was determined by some other criterion, as when we decide to 
observe for a given period of time. We make our inferences in domains for which n 
is aconstant. For example, in setting a standard error to an estimate, we are effectively 
making probability statements within a field of samples all of size n. We might, 
perhaps, say that our formulae are conditional upon 2. If n is determined in some 
way which is unrelated to the values of the observations, such a conditional argument 
is clearly valid. 


34.2 Occasionally, however, the sample number is a random variable dependent 
upon the values of the observations. One of the simplest cases is one we have already 
touched upon in Example 9.13 (Vol. 1, p. 225). Suppose we are sampling human beings 
one by one to discover what proportion belong to a rare blood-group. Instead of sam- 
pling, say, 1000 individuals and counting the number of occurrences of that blood-group 
we may prefer to go on sampling until 20 such members have occurred. We shall see 
later why this may be a preferable procedure ; for the moment we take for granted 
that it is worth considering. In successive trials of such an inquiry we should doubtless 
find that for a fixed number of successes, say 20, the number z required to achieve them 
varied considerably. It must be at least 20 but it might be infinite (although the 
probability of going on indefinitely is zero, so that we are almost certain to stop sooner 
or later). 


34.3 Procedures like this are called sequential. ‘Their typical feature is a sampling 
scheme, which lays down a rule under which we decide at each stage of the drawing 
whether to stop or to continue sampling. In our present example the rule is very 
simple: if we draw a failure, continue; if we draw a success, continue also unless 
19 successes have previously occurred, in which event, stop. The decision at any point 
is, in general, dependent on the observations made up to that point. Thus, for a 
sequence of values x,, xz,...,%,, the sample number at which we stop is not inde- 
pendent of the x’s. It is this fact which gives sequential analysis its characteristic 
features. ‘ 


34.4 The ordinary case where we fix a sample number beforehand can be regarded 
as a very special case of a sequential scheme. ‘The sampling procedure is then: go 
on until you have obtained 2 members, irrespective of what actual values arise. This, 
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however, is a special case of such a degenerate kind that it really misses the point of the 
sequential method. 

If the probability is unity that the procedure will terminate, the scheme is said to be 
closed. If there is a non-zero probability that sampling can continue indefinitely the 
scheme is called open. We shall not seriously consider open schemes in this chapter. 
They are obviously of little practical use compared to closed schemes, and we usually 
have to reduce them to closed form by putting an upper limit to the extent of the 
sampling. Such truncation often makes their properties difficult to determine exactly. 

Usage in this matter is not entirely uniform in the literature of the subject. 
“‘ Closed” sometimes means “ truncated,” that is to say, applies to the case where 
some definite closure rule puts an upper limit to the amount of sampling. Corres- 
pondingly, ‘‘ open” sometimes means “ non-truncated.” 


Example 34.1 
As an example of a fairly simple sequential scheme let us consider sampling from a 
(large) population with proportion w of successes. We will proceed until m successes 
are observed and then stop. It scarcely needs proof that such a scheme is closed. 
The probability that in an infinite sequence we do not observe m successes is zero. 
The probability of m—1 successes in the first n—1 trials together with a success 
at the nth trial is 


(cee n=m,m+1,..., (34.1) 
where 4 = 1-—o. This gives us the distribution of m. The frequency-generating 
function of n is given by 

(=) f (34.2) 


1-y4t 
Thus for the cumulant-generating function we have 


Expanding this as far as the coefficient of ¢* we find 


m 
mes (34.3) 
ets) a (34.4) 


Thus the mean value of the sample number 2 is m/w. It does not follow that m/n is 
an unbiassed estimator of a. Such an unbiassed estimator is, in fact, given by 


muy (34.5) 


for 


=o. (34.6) 
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The variance of this estimator is not expressible in a very concise form. We have 


a(S y = (m—1)m"-1y!-" 5 a= 


n=am\m—2) n-1 


= (m-1) 0" y—" {; a) tt 


= (m1) 0" 7!-™ [ieta-ornae. (34.7) 
Putting u = wt/{z(1—t)} we find 
# (R=) = (m—1)at [ = 


n-1 o Oye 
= (m—1)08 [ fown-{ & zawya 
= om ae = 7 B(m—-1,j+1) 


x. 2iy 3173 
miu fisds 2 BE oe +}: G48) 


Hence, subtracting m?, we have 
ow 2 672 
var p = SS [+2 cterpt | (34.9) 
We can obtain an unbiassed estimator of var p in a simple closed form. In the same 
manner that we arrived at (34.6) we have 
Em 1)(m—2) _ 
F (n=1)(n=2) 


(G5) = 


_ (m=1)*_(m=1)(m-2) 
Est. varp = (FT) Raed 
_ (m=1)(n—m) 
@—DRO-2) 
_p(l-p) _ ? 
= 0p - Pe (34.10) 


We note that for large n this is asymptotically equal to the corresponding result for 
fixed sample size n. 


An estimator of the coefficient of variation of p for this negative binomial distri- 
bution is given by 


Hence 


_p(m—g} 
{p?(1—p)}"” 
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and for small p this becomes approximately +/(m—1). Thus for the sequential process 
the relative sampling variation of p is approximately constant. 


34.5 The sampling of attributes plays such a large part in sequential analysis 
that we may, before proceeding to more general considerations, discuss a useful dia- 
grammatic method of representing the process. 


4 


EEE n a 


Failures 
Fig. 34.1 


Take a grid such as that of Fig. 34.1 and measure number of failures along the 
abscissa, number of successes along the ordinate. The sequential drawing of a sample 
may be represented on this grid by a path from the origin, moving one step to the 
right for a failure F and one step upwards for a success S. The path OX corresponds, 
for example, to the sequence FFSFFFSSFFFFSFS. A stopping rule is equivalent 
to some sort of barrier on the diagram. For example, the line AB is such that S+F = 9 
and thus corresponds to the case of fixed sample sizes = 9. The line CD corresponds 
to S = 5 and is thus of the type we considered in Exercise 34.1 with m = 5. The 
path OX, involving a sample of 15, is then one sample which would terminate at X. 
If X is the point whose co-ordinates are (x, y) the number of different paths from O to X 
is the number of ways in which x can be selected from (x+y). The probability of 
arriving at X is this number times the probability of x S’s and y F’s, namely 


et+y . 
( : )e xr: 
Example 34.2. Gambler’s Ruin 
One of the oldest problems in the theory of probability concerns a sequential pro- 
cess. Consider two players, A and B, playing a series of games at each of which A’s 
chance of success is a and B’s is 1—w. ‘The loser at each game pays the winner one 
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unit. If A starts with @ units and B with 5 units what are their chances of ruin (a 
player being ruined when he has lost his last unit)? 

Aseries of games like this is a sequential set representable on a diagram like Fig. 34.1. 
We may take A’s winning as a success. The game continues so long as A or B has 
any money left but stops when A has a+6 (when B has lost all his initial stake) or 
when B has a+ (when A has lost his initial stake). The boundaries of the scheme are 
therefore the lines y-x = —a and y—x = 5. 


D 


eee Zee 


a 
SRE 
AL Ary 
pT NAT te ea ohare 
SREARE CARRERE 
SER ae eee 


Fig. 34.2 


Fig. 34.2 shows the situation for the case a = 5,6 = 3. The lines AB, CD are at 
45° to the axes and go through F = 0, S = 3 and F = 5, S = 0 respectively. For 
any point between these lines S—F is less than 3 and F—S is less than 5. On AB, 
S—F is 3, and if a path arrives at that line B has lost three more games than A and is 
ruined ; similarly, if the path arrives at CD, B is ruined. The sequential scheme is. 
then: if the point lies between the lines, continue sampling ; if it reaches AB, stop 
with the ruin of B; if it reaches CD, stop with the ruin of A. 

The actual probabilities are easily obtained. Let uz be the probability that A will 
be ruined when he possesses x units. By considering a further game we see that 

Us = Wg + 7%Uz-1, (34.11) 
with boundary conditions 


uo =1, tay, = 0. (34.12) 
The general solution of (34.11) is 
a = AG+BE 


where #, and #2, are the roots of 
ot—t+zy=0 
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namely t=1 and t= y/o. 
Provided that w # x, the solution is then found to be, on using (34.12), 


o¥h. (34.13) 


If, however, w = 3, the solution is 

_ atb—x 

ath 

In particular, at the start of the game, for w = 4, x = a, 
b 


(34.14) 


fz 


Me = (34.15) 

34.6 We can obviously generalize this kind of situation in many ways and, in 
particular, can set up various types of boundary. A closed scheme is one for which it 
is virtually certain that the boundary will be reached. 

Suppose, in particular, that the scheme specifies that if A loses he pays one unit 
but if B loses he pays k units. The path on Fig. 34.2 representing a series then consists 
of steps of unity parallel to the abscissa and & units parallel to the ordinate. And this 
enables us to emphasize a point which is constantly bedevilling the mathematics of 
sequential schemes : a path may not end exactly on a boundary, but may cross it. For 
example, with k=3 such a path might be OX in Fig. 34.2. After two successes and 
five failures we arrive at P. Another success would take us to X, crossing the boundary 
at M. We stop, of course, at this stage, whether the boundary is reached or crossed. 
The point of the example is that there is no exact probability of reaching the boundary 
at M—and, in fact, this point is inaccessible. As we shall see, such discontinuities 
sometimes make it difficult to put forward exact and concise statements about the 
probabilities of what we are doing. We refer to such 'situations as ‘“ end-effects.” 
In most practical circumstances they can be neglected. 


Sequential tests of hypotheses 

34.7 Let us apply the ideas of sequential analysis to testing hypotheses and, in the 
first instance, to choosing between H, and H,. We suppose that these hypotheses 
concern a parameter 6 which may take values 0, and 6, respectively ; i.e. Hy and H, 
are simple. We seek a sampling scheme which divides the sample space into three 
mutually exclusive domains: (a) domain ,, such that if the sample point falls within 
it we accept H, (and reject H,); (b) domain ,, such that if the sample point falls 
within it we accept H, (and reject Hy); (c) the remainder of the sampling space, w,— 
if a point falls here we continue sampling. In Example 34.2, taking A’s ruin as Ho, 
B’s ruin as H,, the region a, is the region to the right of CD, including the line itself ; 
@, is the region above AB, including the line itself ; «, is the region between the lines. 


Operating characteristic 
34.8 The probability of accepting H, when H, is true is a function of 6, which 
we shall denote by K(8,). If the scheme is closed the probability of rejecting Hy when 
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H, is true is then 1—K(0,). Considered as a function of 6, for different values of 9, 
this is simply the power function. As in our previous work we could, of course, work 
in terms of power ; but in sequential analysis it has become customary to work with 
K(6,) itself. 

K(6) considered as a function of 6 is called the ‘“‘ Operating Characteristic ” (OC) 
of the scheme. Graphed as ordinate against 0 as abscissa it gives us the “‘ OC curve ”’, 
the complement (to unity) of the Power Function. 


Average sample number 

34.9 A second function which is used to describe the performance of a sequential 
test is the “‘ Average Sample Number ” (ASN). This is the mean value of the sample 
number n required to reach a decision to accept H, or H, and therefore to discontinue 
sampling. The OC for H, and H, does not depend on the sample number, but only 
on constants determined initially by the sampling scheme. The ASN measures the 
amount of sampling we have to do to implement that scheme. 


Example 34.3 

Consider sampling from a (large) population of attributes of which proportion o 
are successes, and let @ be small. We are interested in the possibility that @ is less 
than some given value @,. This is, for example, a frequently arising situation where a 
manufacturer of some item wishes to guarantee that the proportion of rejects in a batch 
of articles is below some declared figure. Consider first of all the alternative 0, > wo. 

We will take a very simple scheme. If no success appears we proceed to sample 
until a pre-assigned sample number mo has appeared and accept wy. If, however, a 
success appears we accept w, and stop sampling. 

If the true probability of success is w, the probability that we accept the hypothesis 
is then (1—w)" = x. This is the OC. It is a J-shaped curve decreasing mono- 
tonically from @ = 0 tow = 1. For two particular values we merely take the ordinates 
at w, and o,. 

The common sense of the situation requires that we should accept the smaller of 
@, and @, if no success appears, and the larger if a success does appear. Let w be 
the smaller ; then the probability of a Type I error « equals 1— yg and that of an error 
of Type II, B, equals y7*. If we were to interchange @» and m,, the a-error would be 
1—y% and the f-error 3, both of which are greater than in the former case. 

We can use the OC in this particular case to provide a test of the composite 
hypothesis Hy: m < wo against H,:m > wo. In fact, if w < wy the chance of an 
a-error is less than 1—%* and the chance of a f-error is less than 77. 

The ASN is found by ascertaining the mean value of m, the sample number at 
which we terminate. For any given o this is clearly 


"E ma(l —o)"-!4n,(1— a)! 


Q mn2 
m3, E (1—m)"+n(1— a)? 


_1-(1-a) 
= oat. (34.16) 
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The ASN in this case is also a decreasing function of w since it equals 


- leytytt ... Fy 
We observe that the ASN will differ according to whether a, or a, is the true value. 
A comparison of the results of the sequential procedure with those of an ordinary 
fixed sample-size is not easy to make for discontinuous distributions, especially as we 
have to compare two kinds of error. Consider, however, ®) = 0-1 and = 30. From 
tables of the binomial (e.g. Biometrika Tables, Table 37) we see that the probability of 
5 successes or more is about 0-18. Thus on a fixed sample-size basis we may reject 
@ = 0-1 in a sample of 30 with a Type I error of 0-18. For the alternative o = 0-2 
the probability of 4 or fewer successes is 0-26, which is then the Type II error. 
With the sequential test, for a sample of n, the Type I error is 1 — yf and the Type II 
error is y*. For a sample of 2 the Type I error is 0-19 and the Type II error 0-64. 
For a sample of 6 the errors are 0-47 and 0-26 respectively. We clearly cannot make 
both types of errors correspond in this simple case, but it is evident that samples of 
smaller size are needed in the sequential case to fix either type of error at a given level. 
With more flexible sequential schemes, both types of error can be fixed at given 
levels with smaller ASN than the fixed-size sample number. In fact, their economy 
in sample number is one of their principal recommendations—cf. Example 34.10. 


Wald’s probability-ratio test 

34.10 Suppose we take a sample of m values in succession, x, %g, . . . , Xm) from a 
population f(x,6). At any stage the ratio of the probabilities of the sample on hypo- 
theses H,(6 = 65) and H,(6 = 9;) is 


In = Hf(e06)/ Tt feo, (G4.17) 


We select two numbers A and B, related to the desired «- and f-errors in a manner 
to be described later, and set up a sequential test as follows: so long as B< L, < A 
we continue sampling ; at the first occasion when L,, > A we accept H,; at the first 
occasion when L,, < B we accept Hy. 

An equivalent but more convenient form for computation is the logarithm of L., 
the critical inequality then being 


log B < & log f(x,,9;)— = log f(x, 9.) < log A. (34.18) 
isl i=l 


This family of tests we shall refer to as “sequential probability-ratio tests” (SPR 
tests). 


34.11 We shall often find it convenient to write 


2, = log {f (x 91)/f (x1 90)}, (34.19) 
and the critical inequality (34.18) is then equivalent to a statement concerning the 
cumulative sums of z,’s. Let us first of all prove that a SPR test terminates with 
probability unity, i.e. is closed. 

QQ 
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The sampling terminates if either 
Zz; > log A 
or Zz; < log B. 


The z;,’s are independent random variables with variance, say o? > 0. = z, then 


has a variance mo*. As m increases, the dispersion becomes greater and the ponbabilcee 
that a value of 2 z, remains within the finite limits log B and log A tends to zero. More 
precisely, the mean Z tends under the central limit effect to a (normal) distribution with 
variance o?/m, and hence the probability that it falls between (log B)/m and (log A),/m 
tends to zero. 


It was shown by Stein (1946) that E(e™*) exists for any complex number t whose real 
part is less than some t, > 0. It follows that the random variable m has moments of 
all orders. 


Example 34.4 
Consider again the binomial distribution, the probability of success being . If 
there are k successes in the first m trials the SPR criterion is given by 


log, = hlog 2!+(m— Blog i=" os (34.20) 


This quantity is computed as we go along, the sampling ae until we reach the 
boundary values log B or log A. How we decide upon A and B will appear in a 
moment. 


34.12 It is a remarkable fact that the numbers A and B can be derived very simply 
(at least to an acceptable degree of approximation) from the probabilities of errors of 
the first and second kinds, « and 8, without knowledge of the parent population. There 
are thus no distributional problems to be solved. This does not mean that the 
sequential process is distribution-free. All that is happening is that our knowledge 
of the frequency distribution is put into the criterion L,, of (34.17) and we work with 
this ratio of likelihoods directly. It will not, then, come as a surprise to find that 
SPR tests have certain optimum properties ; for they use all the available information, 
including the order in which the sample values occur. 

Consider a sample for which L,, lies between A and B for the first »—1 trials and 
then becomes > A at the nth trial so that we accept H, (and reject Hy). By definition, 
the probability of getting such a sample is at least A times as large under H, as under 
H,. This, being true for any one sample, is true for all and for the aggregate of all 
possible samples resulting in the acceptance of H,. The probability of accepting H, 
when H, is true is a, and that of accepting H, when H, is true is 1—8. Hence 


1-8 > Aa 
or 
Ac ith (34.21) 


a 
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In like manner we see from the cases in which we accept H, that 
B < B(i-a), 


B 
or Bo i (34.22) 


34.13 If our boundaries were such that A and B were exactly attained when 
attained at all, i.e. if there were no end-effects, we could write 


=!-B p__é 
A= —— B= Tx (34.23) 
In point of fact, Wald (1947) showed that for all practical purposes these equalities 
could be assumed to hold. Suppose that we have exactly 
-1-B ,_ 6 
a-——, b= (34.24) 


and that the true errors of first and second kind for the limits a and 5 are a’, B’. We 
then have, from (34.21), 


a” 1 a 
ee S37 i (34.25) 
and from (34.22) 
B B 
Ta <b< To" (34.26) 
Hence 
al < ee de er (34.27) 
» < B(l-@') B 
eco < ih. (34.28) 
Furthermore, 
a’ (1—B)+A'(1-a) < a(1-A’)+ B(1—-@’) 
or 
a'+B' <atB. (34.29) 


Now in practice « and are small, often conventionally 0-01 or 0-05. It follows from 
(34.27) and (34.28) that the amount by which «’ can exceed a, or A’ exceed 8, is 
negligible. Moreover, from (34.29) we see that either «’ < « or B’ < B. Hence, by 
using a@ and 6 in place of A and B, the worst we can do is to increase one of the errors, 
and then only by a very small amount. Such a procedure, then, will always be on the 
safe side in the sense that for all practical purposes it will not increase the errors of 
wrong decision. To avoid tedious repetition we shall henceforward use the equalities 
(34.23) except where the contrary is specified. 


Example 34.5 
Consider again the binomial of Example 34.4 with « = 0-01, 8 = 0:10, a, = 0-01 
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and w, = 0:03. We have, for k successes and n—k failures (taking logarithms to 
base 10), 


logo < (0B) log j= 2-4 blog 2 < log += 


or 
10 
loge < (n—k) log 9 + klog3 < < log 90 
or —0-995,653 < —0-008,863,5 (n—k)+(0-477,121)k < 1-954,243. 
Dividing through by 0-008,863,5 we find, to the nearest integer, 


—112 < 54k—n < 220. (34.30) 


For a test of this kind, for example, if no failure occurred in the first 112 drawings 
we should accept m». If one occurred at the 100th drawing and another at the 200th, 
we could not accept before the 220th (i.e., 112+(2 x54) ) drawing. And if, by the 200th 
drawing, there had occurred 6 failures, say at the 50th, 100th, 125th, 150th, 175th, 
200th, we could not reject, 54k—n being 124 at the 200th drawing ; but if that experi- 
ence was then repeated, the quantity 54— would exceed 220 and we should accept 0. 


The OC of the SPR test 
34.14 Consider the function 
p = {fo 34.31 
“Uo” on 
where f is a function of 6. L*f(x,6), say g(x,@), is a frequency function for any value 
of 6 provided that 


Ee) = | {LEON s(s,0)de = 1 (34.32) 


It may be shown (cf. Exercise 34.4) that there is at most one non-zero value of h satis- 
fying this equation. Consider the rule: accept Ho, continue sampling, or accept H, 
according to the inequality 
TI {L*f(x,9)} — 
< 34.33) 
ite} § gt) 
This is evidently equal to the ordinary rule of (34.18) provided that A > 0. Consider 
testing H: that the true distribution is f(x,6), against G: that the true distribution is 
g(x,0). Ifa’, B’ are the two errors, the likelihood ratio is the one appearing in (34.33), 
and we then have 


out put (34.34) 


and hence 


SEQUENTIAL METHODS 603 

and since a’ is the power function when H, holds, its complement, the OC, is given by 
a 

i-w=*K@ <2 — (34.35) 


A— BY 
‘The same formula holds if k < 0. 

We can now find the OC of the test. When h(6) = 1 we have the performance 
at 0 = 6. When h(6) = —1 we have the performance at 6 = 6,. For other values 
we have, in effect, to solve (34.32) for 6 and then substitute in (34.35). But this is, in 
fact, not necessary in order to plot the OC curve of K(6) against 0. We can take 
h(0) itself as a parameter and plot (34.35) against it. 


Example 34.6 


Consider once again the binomial of previous Examples. We may write for the 
discrete values 1 (success) and 0 (failure) 


f(1,0) = 9, 
f(0,0) = 1-o. 
Then (34.32) becomes 


(34.36) 


For A = (1—)/«, B = B/(1—«) we then have from (34.35) 
av 4 
K() = 7A (34.37) 
coe) 
We can now plot K(m) against a by using (34.36) and (34.37) as parametric equations 
in kh. 


The ASN of the SPR test 


34.15 Consider a sequence of n random variables =,. If m were a fixed number 
we should have 


z( = x) = nE(x). 
i=1 
This is not true for sequential sampling, but we have instead the result 
z( = x) = E(n)E(2), (34.38) 
f=1 


which is not quite as obvious as it looks. The result is due to Wald and to Blackwell 
(1946), the following proof being due to Johnson (1959b). 
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Let each z; have mean value pt, E|z,| = C < oo, and let the probability that a 
takes the value k be P,(k = 1, 2,...). Consider the ‘‘ marker ” variable y; which 
is unity if z; is observed (i.e. if 2 > i) and zero in the opposite case. Then 


P(y, =1)=P(Qn>i= 3 P, (34.39) 


Now let Z, = z 2, Then 
im1 


Z, = = Vir 
E(z,) = E = (9:3;) = = E(y:2)) (34.40) 


the interchange of FE and = being legitimate since E|z,| exists and is finite. Further- 
more, since y,; depends only on z;, 2s, . . . , 2,1 and not on z,, we have 


E(y.%) = E(y) E(zi)- (34.41) 
Hence 
E(Z,) = TE(y)E(z) = wXE(y) 


eo 
“KE {Pit Pizit ...} 
i= 


=" EP, 
inl 
= nE(n), 
whence (34.38) follows. 
We then have 
= F(Z.) 
E(n) = EG@)" (34.42) 


But, to our usual approximation, Z, can take only two values for the sampling to termin- 
ate, log A with probability 1—K(6) and log B with probability K(6). Thus 
KlogB+(1— —K)log4 


E() = Ra (34.43) 
which is the approximate formula for the average sample number. 
Example 34.7 
For the binomial we find 
= bas 
E(2) = Elog (=) 
= log St+(1— o) log | = =. (34.4) 


The ASN can then be calculated from (34.43) when @,, 3, A and B (or a and £) are 
given. It is, of course, a function of o. 
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34.16 For practical application, sequential testing for attributes is often expressed 
in such a way that the calculations are in terms of integers. Equation (34.30) is a 
case in point. We may rewrite it as 

332 > 220+(n—k)—53k > 0 

‘We may imagine a game in which we start with a score of 220. If a failure occurs, 
‘we add one to the score; if a success occurs we lose 53 units. The game stops as 
soon as the score falls to zero or rises to 332, corresponding to acceptance of the 
values m, and , respectively. 


34.17 On such a scheme, suppose that we start with a score S,. For every failure 
we gain one unit, but for every success we lose 5 units. If the score rises by S, so 
as to reach S,+S, (= 25, say) we accept one hypothesis ; if it falls to zero we accept 
the other. Let the score at any point be x and the probability be u, that it will ultim- 
ately reach 2S without in the meantime falling to zero. Consider the outcome of the 
next trial. A failure increases the score by unity to x+1, a success diminishes it by 
6 to x—b. Thus 


u, = (1-0) u,.,+ 04,2, (34.45) 

with initial conditions 
Mg = Uy = Hg =... = Bay: = 0, (34.46) 
Ug = 1. (34.47) 


For 6 = 1 this equation is easy to solve, as in Example 34.2. For 6 > 1 (and we shall 
suppose it integral) the solution is more cumbrous. We quote without proof the 
solution obtained by Burman (1946) 


a = 2) (34.48) 


where 


x = opps eh seh (34.49) 


=0, x <0. 


Here the series continues as long as x—kb—1 is positive. Burman also gave expressions 
for the ASN and the variance of the sample number. 


34.18 Anscombe (1949a) tabulated functions of this kind. Putting 
_ = 5s 
R, == b+T’ R, = b+1’ 
Anscombe tabulates R,, R, for certain values of the errors a, 8 (actually 1—a and £) 
and the ratio S,/S,, the values for #(6+1) being also provided. 
Given mo, @,, «, 8 we can find R, and R,. There remains an element of choice 
according to how we fix the ratio S,/S,. 


(34.50) 
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Thus, for w, = 0-01, 7, = 0-03, S, = 2S,, 2 = 0-01, 8 = 0-10 we find R, = 4, 
R, = 2 approximately. Also w(b+1) = 0-571 orb = 56. We then find, from (34.50), 
S, = 114, S, = 228. The agreement with Example 34-5 (S, = 112, S,= 
6 = 53) is very fair. The ASN for w = 0-01 is 253 and that for w = 0-03 is 306. 


34.19 It is instructive to consider what happens in the limit when the units 1 and 6 
are small compared to the total score 211. We can imagine this, on the diagram of 
Fig. 34.1, as a shrinkage of the mesh so that the routes approach a continuous random 
path of a particle subject to infinitesimal disturbances in two perpendicular directions. 
From this viewpoint the subject links up with the theory of Brownian motion and 
diffusion. If A is the difference operator defined by 

At, = Uz41—Us 
we may write equation (34.45) in the form 
{(l-w)(1+.4)+0(1+4)-°-1}u, = 0. (34.51) 
For small 4 this is nearly equivalent to 
{(l-0)+0-—1+(1—m)A—baA + 4b(b4+ 1) vA2}u, = 0, 


namely, to 
{(1—a—bw)A+ 4b(6+1) oA? }u, = 0. (34.52) 
In the limit this becomes 
d?u z 
Farad =0, (34.53) 
where 
_ 2(1—a—bo) 2 
A= ab (b+1) (34.54) 
The general solution of (34.53) is 
u, = ki +k,e-*, 
and since the boundary conditions are 
tes = 1, uy = 0, 
we have 
1—exp(—4z) 
Y= exp {—2(S, +59) on 
Thus for x = S, the probability of acceptance is 
af IE (34.56) 


exp(4.S,)—exp(—4S,) 


34.20 As before, write 
R,(6+1) = S,, R,(b+1) = S,, 
and let w tend to zero so that o(b+1) = y, say, remains finite. From (34.54) we 
see that A tends to zero, but 
ho 2f1 SEs 2(1-y) 


+1) = = 6, say. (34.57) 
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Then 1S, tends to S,6/6, i.e. to R,6, provided that y 4 1, and (34.56) becomes 
exp(R,6)—1 


us, = — ee, #1. 34.58 
* SiR) —exp(—Rdy 7 
If 6 tends to zero we find 
-_: wi 

Us, = R,+R, y=. (34.59) 

(34.58) may be compared to (34.37) which, for small h, can be written 

1-8 
exp (ox i) -1 


cap (EaEn) —cxp (15H) 


34.21 The use of sequential methods in the control of the quality of manufactured 
products has led to considerable developments of the kind of results mentioned in 
34.17 and 34.18. We shall not have the space here to discuss the subject in detail 
and the reader who is interested is referred to some of the textbooks on quality control. 
We will merely mention some of the extensions of the foregoing theory by way of 
illustrating the scope of the subject. 

(a) Stopping rules. Even for a closed scheme it may be desirable to call a halt in 
the sampling at some stage. For instance, circumstances may prevent sampling beyond 
a certain point of time ; or, in clinical trials, medical etiquette may require a change of 
treatment to a new drug which looks promising even before its value is fully established. 
Sequential schemes may be truncated in various ways, the simplest being to require 
stopping either after a given sample size has been reached or when a given time has 
elapsed. In such cases our general notions about performance characteristics and 
average sample numbers remain unchanged, but the actual mathematics and arithmetic 
are usually far more troublesome. Armitage (1957) considers sequential sampling 
under various restrictions. 

(b) Rectifying inspection. In the schemes we have considered the hypotheses were 
that the batch or population under inquiry should be accepted or rejected as having a 
specified proportion of an attribute. If the attribute is “‘ defectiveness ” we may prefer 
not to reject a batch én toto but to inspect every member of it and to replace the defective 
ones. This does not of itself affect the general character of the scheme—the decision 
to reject is replaced by a decision to rectify—but it does, of course, affect the proportion 
of rejects in the whole aggregate of batches to which the sampling plan is applied— 
what is known as the average outgoing quality level (AOQL) ; and hence it affects the 
values of the parameters which we put into the plan. The theory was examined by 
Bartky (1943). 

(c) Double sampling. As an extension of this idea, we may find it economical to 
proceed in stages. For example, we may decide to have four possible decisions: to 
accept outright ; to reject outright ; to continue sampling ; to suspend judgment but 
to inspect fully. There is evidently a wide variety of possible choice here. An excellent 
example is the double sampling procedure of Dodge and Romig (1944). We shall 
encounter the idea again later in the chapter (34.36). 


(34.60) 


os THE ADVANCED THEORY OF STATISTICS 


Example 34.8 
Consider the testing, for the mean of a normal distribution with unit variance, 
of Hy(u = Mo) against H,(¢ = 4). With x defined as at (34.19) we have 


& = —4(%:—41)*— 4 (— H0)* 
= (41— Ho) %e+ 4 (I-49). 
Zu = Ea, = mum) 8+ 4m (ut - 19) (34.61) 
We accept H, and H, according as this quality < log Bor 2 log A. For the appropri- 
ate OC curve we have, from (34.35), 


kw) = 44, (34.62 


where f is given by 
iam j * expla ((u— ie) 2+ 408— aD }exp{—H(e—m de = 1, (8463) 


which is easily seen to be equivalent to 
exp {at hut hug—(u—hys,— hy} = 1 
or to bait yn, bw, (34.64) 
Hiro 
We can then draw the OC curve for a range of values of 4 by calculating h from (34.6+) 
and substituting in (34.62). 
Likewise for the ASN we have 


ECs) = Sym, [exe (He) (armed ad 18)} de 


= (4s—Ho) 4-4 (44-45). (34.65) 
Again, for a range of 4 the ASN can be determined from this equation in conjunction 
with (34.62) and 


E(n) = KlogB te log A (34.66) 


Example 34.9 
Suppose that the mean of a normal distribution is known to be yu. To test a 
hypothesis, concerning its variance, Hy: o* = of against H,: 0" = of, we have 


Z.= Emm — mlogor— 75 E(e—w)t+mlogort E(u)’. (3467) 
1 ‘0 
This lies between the limits log {8/(1—a)} and log {(1—)/a} if 


logo < —mlog 2! (4-7) E(2— a} < tog*—F, (34.68) 
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‘With some rearrangement we find that this is equivalent to 


og 1 16+ mlog 2log 8+ mlog% 
< X(x-n)? < —j-,;—*. (34.69) 
eo of 


"The OC and ASN are given in Exercises 34.18 and 34.19. 

If the mean is not known the test remains the same except that the test statistic 
> (x—,)? is replaced by &(x—#£)* and the value m in the inequality (34.69) is replaced 
by (m-1). 


The efficiency of a sequential test 

34.22 In general, many different tests may be derived for given « and f, 04 and 6;. 
‘There is no point in comparing their power for given sample numbers because they 
are arranged so as to have the same f-error. We may, however, define efficiency in 
terms of sample size or ASN. The text with the smaller ASN may reasonably be said 
to be the more efficient. Following Wald (1947) we shall prove that when end-effects 
are negligible the SPR test is a most efficient test. More precisely, if S’ is a SPR test 
and S is some other test based on the sum of logarithms of identically distributed 
variables, 

E,(n|S) 2 E,(n|S'’), £=0, 1, (34.70) 

where E, denotes the expected value of 2 on hypothesis H,. 

Note first of all that if « is any random variable, u— E(u) is the value measured from 
the mean, and 

exp {u—E(u)} > 1+ {u—E(u)}. 

On taking expectations we have 


E[exp {u—E(u)}] > 1, (34.71) 
which gives 
E(expu) > exp {E(u)}. (34.72) 
We also have, from (34.42), for any closed sequential test based on the sums of type Z,, 
E, (log L,| |S) 
E,(n|S) = “E,(z) (34.73) 


If E* denotes the conditional expectation when H, is true, and E** the conditional 
expectation when H, is true, we have, as at — 22), neglecting end-effects, 


E*(L,|S) = *& _ (34.74) 


and similarly, as at (34.21), 
E**(L,|S) = ie. (34.75) 


Hence 


E,(n|S) = EG q) (B* log L, | S)+(1 a) B** (log Ly $)} (34.76) 
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In virtue of (34.72), (34.74) and be 75) we bs have 


Ey(n| S) > ee) alog -2- + (1-2) log! =f, (34.77) 


and in a similar manner 
Ex(n|S) > yes { Blog 2+. A) og 4}. (34.33) 


When S = S’ these inequalities, as at (34.43), are replaced (neglecting end-effects) by 
equalities. Hence (34.70). 


Example 34.10 

One of the recommendations of the sequential method, as we have remarked, is 
that for a given (a, 8), it requires a smaller sample on the average than the method 
employing a fixed sample size. General formulae comparing the two would be difficult 
to derive, but we may illustrate the point on the testing of a mean in normal variation 


(Example 34.8). 


For a given « we can find a deviate d such that 
Prob {| 4/n(d—jt9)|} = 1-2, 
Prob{| vn (d—m)|} = B 


with, say, 
do = Vn(d—fo), 
= V/n(d—1), 
and hence 
= Andy 34.79 
= ace (34.79) 


Given a, B, 49, #3, 2 is then determinable. Let us compare it with the ASN of a 
SPR test. Taking the approximate formula (34.47), which is 


E,(n) = Eek Woe B— {1—K(y)}log A], (34.80) 
we find, since 
E,(z) = 4 (40-41)? 
E,(z) = —4(Ho—H41)*, 
£9) as Gai le B-(1— A)log A}. (34.81) 


In this particular case the ratio does not depend on the difference #o—,. Likewise, 
we find 


and 


E,(n) _ - 2 

“mead 2 G,—akt- a) log B—alog A}. (34.82) 

Thus, for a = 0:01, 8 = 0-03, A = 97, B = 3/99 and we find A, = 2:5758, A, = 2-1701. 

The ratio E,(n)/n is then 0-61 and E,(n)/n = 0-51. We thus require in the sequential 

case, on the average, between 51 and 61 per cent of the fixed sample size needed to 
attain the same performance. 
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It should be emphasized that a reduced sample size with a SPR test will only be 
found, in general, when one of H, or H, is true, and not necessarily for other parameter 
walues. Guaranteed economy is therefore restricted to cases where the alternative 
Ihypotheses can be specified beforehand. Cf. T. W. Anderson (1960). 


Composite hypotheses 

34.23 Although we have considered the test of a simple Hy against a simple H,, 
the OC and ASN functions are, in effect, calculated against a range of alternatives 
and therefore give us the performance of the test for a simple H, against a composite H;. 
‘We now consider the case of a composite Hy. Suppose that 6 may vary in some 
domain Q. We require to test that it lies in some sub-domain @, against the alternatives 
that it lies either in a rejection sub-domain @,, or in a region of indifference Q— w,— a, 
(which may be empty). We shall require of the errors two things: the probability 
that an error of the first kind, « (6), which in general varies with 6, shall not exceed some 
fixed number « for all 6 in w, ; and the probability that an error of the second kind, 
8 (8), shall not exceed 8 for all 6 in w,. Wherever our parameter point @ really lies, 
then, we shall have upper limits to the errors, given by « and f. 


34.24 Such a requirement, however, hardly constitutes a very effective criterion. 
We are always on the safe side, but may be so far on the safe side in particular cases as 
to lose a good deal of efficiency. Wald (1947) suggested that it might be better to 
consider the average of «(6) over w, and of (6) over w, as reasonable criteria. This 
raises the question as to what sort of average should be used. Wald defines two weight- 
ing functions, #,(8) and w,(@) such that 


f w,(6)d0 = 1, f w,(6)d0 = 1, (34.83) 

and we then define 
f= @a(40 = (34.84) 
[_ =e @yas = B. (34.85) 


By these means we reduce the problem to one of testing simple hypotheses. In 
fact, if we let 


Lom = j S (% 18) fF (Xa: 9) « . « F (%ms 9) & (8) 48, (34.86) 


Lin = {fle O)f 68) -- fm 0) 6 (0)26, (34.87) 


the likelihood ratio Lo,,/Zi_ can be used in the ordinary way with errors « and 8. 
We may, if we like, regard (34.86) and (34.87) as the posterior probabilities of the sample 
when 6 itself has prior probabilities w, (6) and to, (6). 


34.25 This procedure, of course, throws the problem into the form of finding or 
choosing the weight functions t0,(8) and w,(@). We are in the same position as the 
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probabilist wishing to-apply Bayes’ theorem. We may resolve it by some form of 
Bayes’ postulate, e.g. by assuming that w,(8) = 1 everywhere in w,. Another possi- 
bility is to choose w, (8) and w,(6) so as to optimize some properties of the test. 

For example, the choice of the test is made when we select « and £ (or, to our 
approximation, A and B) and the weight functions. Among all such tests there will 
be maximum values of «(@) and £(6). If we choose the weight functions so as to 
minimize (max a, max f), we have a test which, for given A and B, has the lowest 
possible bound to the average errors. If it is not possible to minimize the maxima of 
a and # simultaneously we may, perhaps, minimize the maximum of some function 
such as their sum. 


A sequential t-test 
34.26 A test proposed by Wald (1947) and, in a modified form, by other writers 
sets out to test the mean yu of a normal distribution when the variance is unknown. 
It is known as the sequential t-test because it deals with the same problem as 
“ Student’s ” ¢ in the fixed-sample case; but it does not free itself from the scale 
parameter o in the same way and the name is, perhaps, somewhat misleading. 
Specifically, we wish to test that, compared to some value jt, the deviation (4 — p49) ;‘¢ 
is small, say < 6. The three sub-domains of 34.23 are then as follows : 
@, consists of (4,0) for all o; 
@, consists of values for which |u—y,| > od, for all o; 
Q—a,—«, consists of values for which 0 < | u—p5| < od, for all o. 
We define weight functions for ¢ as follows : 


1 
aa Sas *} (34.88) 
= elsewhere. 
al z acicslalaad  a a, (34.89) 
= 0 elsewhere. 


Lin = 1% woxyie ae 1} de 
 eomz JL ma yeihle—bo— toy} 
ee ies perenne) do. (34.90) 


1 
Lom = ayn; | ga ep {-s: E(x — mo) bdo. (4.91) 
The limit 7 i ratio eae as c tends to ae then Sad 
2 Sie we a Nea AE (e — Ho 09} ] 


Goer: 
. = og 
lim Lim | Lom (Ss ww = Ele na} (34.92) 
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‘This depends on the x’s, which are observed, and on 1, and 4, which are given, but not on 
o, which we have integrated out of the problem by the weight functions (34.88) and 
(34.89). If we can evaluate the integrals in (34.92) we can apply this ratio to give a 
sequential test. 


34.27 The rather arbitrary-looking weight functions are, in fact, such as to optimize 
the test. To prove this we first of all establish (a) that «(u,0) is constant in w, ; 
(b) that B(u,¢) is a function of | (4 —#9)/a| alone: and (c) that B(y,¢) is monotonically 
decreasing in |(“—o)/o|. 

If < is the sample mean and S? is the sum 2 (x;—<)*, the distribution of the ratio 
(#—>)/S depends only on (u—y»)/c. If then we can show that (34.92) is a single- 
valued function of (¥—)/S, the properties (a) and (b) will follow, for (4“—j49)/o is zero 
in w, and f(y, «) depends only on the distribution of (34.92). Now the numerator and 
denominator of (34.92) are both homogeneous functions of (x;—») of degree m—1, as 
may be verified by putting x; = Ax;, 4p = Avo, ¢ = Ac. Thus the ratio of (34.92) is 
of degree zero. Further, it is a function of £(x—j)? and &(x—j») only, and hence 
we do not change it by putting (*;—4»)/V2(x;—/o)* for x;—o. The ratio is, then, 
a function only of 2 (x;—9)/-/=(x;—Mo)*, and is, in actual fact, a function of the 
square of that quantity, namely of 


It is therefore a single-valued function of (¥—/4)/S. 

To show that £(u,¢) is monotonically decreasing in |(u—j)/o] it is sufficient to 
show that the ratio (34.92) is a strictly increasing function of | (—49)/S|, or equivalently 
of (%#—po)?/Z(x;—Ho)*. Now for fixed Z(x;—j45)* the denominator of (34.92) is fixed 
and the numerator is an increasing function of (¢—y,)*. Thus the whole ratio is 
increasing in (¥—j)* for fixed &(x;—j»)* and the required result follows. 


34.28 Under these conditions we can prove that the sequential ¢-test is optimal. 
In fact, any test is optimal if (i) «(@) is constant in w, ; (ii) (6) is constant over the 
boundary of w, ; and (iii) if 8 (6) does not exceed its boundary value for any @ inside w,. 

To prove this, let v, and v, be two weight functions obeying these conditions and 
Wq, w, two other weight functions. Let «, be the errors for the first set, «*, 6* those 
for the second. Then we have 


I-f_y on 


a l-a 
and hence 
1-B 
f a* (6)w,(0)d0 = a= 5, (34.93) 
B* (0)w,(0)a0 = p = BATH), (34.94) 


Thus, in w, the maximum of 2*(@) is greater than (1—B)/(A—B), for the integral of 
t, (6) over that region is unity. But if v, has constant « over that domain, its maximum 
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is equal to (1—B)/(A—B). Hence 7 

maxa* (6) > max (8) in w,. 
Likewise, in w, the maximum of $*(6) is attained somewhere outside w, and canno: 
exceed B(A—1)/(A—B), whereas for 6(6) the maximum value must be attained 
somewhere. Hence 

max f* (6) > max f (6) in @,. 
The result follows. The conditions we have considered are sufficient but by no means 
necessary. 


34.29 Some tables for the use of this test were provided by Armitage (1947). 
The integrals occurring in (34.92) are, in fact, expressible in terms of the confluent 
hypergeometric function and, in turn, in terms of the distribution of non-central 1. 
Some special tables have been provided by the U.S.A. National Bureau of Standards, 
Applied Mathematics Series 7 (1951), a co-operative work with an introduction by 
K. J. Arnold. 

The arbitrariness of the weight-function approach will be apparent. An alternative 
method of attack is given by D. R. Cox (1952a, b). 


Sequential estimation 

34.30 In testing hypotheses we usually fix the errors in advance and proceed 
with the sampling until acceptance or rejection is reached. We may also use the 
sequential process for estimation, but our problems are then more difficult to solve 
and may even be difficult to formulate. We draw a sequence of observations with the 
object of estimating some parameter of the parent; but in general it is not easy to 
discern which is the appropriate estimator, what biases are present, what are the 
sampling errors or what should be the rules determining the ending of the sampling 
process. The basic difficulty is that the sample number itself is a random variable. A 
secondary nuisance is the end-effect to which we have already referred.(*) 


34.31 We derived in 34.15 the useful result 
E(n) = BG: (34.95) 
Let us assume that absolute second moments exist, that the variance of each 2; is 
equal to o*, and that E(n?) exists. We may then derive an analogous expression for 
the variance of n. In fact (the proof is left to the reader as Exercise 34.5), 
E(Z,—np)* = 0% E(n) (34.96) 
and it follows that 
ot E(n) = E(Z3)—2E(Z,) E(n) + ut E (1), 
whence, after some substitution and rearrangement, 
varn = {07 E(n)—var Z,}/p?. (34.97) 


©) Lehmann and Stein (1950) considered the notion of “‘ completeness ” in the sequential 
case, but general criteria are not easy to apply even in attribute sampling—cf. de Groot (1959). 
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Results for higher moments have been obtained by Wolfowitz (1947). 
34.32 Now let 
Y,= 3 2togs(x,9). (34.98) 
i=1 08 
Then since, under regularity conditions, 
nash 
#(*B4) -0 
we have, in virtue of relations like (34.95), 
E(Y,) = 0, (34.99) 


wrY, =E ( zal = E(n)E (Ry (34.100) 
If ¢ is an estimator of 6 with bias 5(@), i.e. is such that 
E(t) = 6+8(6) 
we have, differentiating this equation, 


dlogf\ _ dlog f\ _ ‘ 
cov (1, = 38S) = 8 (10 8 = 145). (34.101) 
Then, by the Cauchy-Schwarz inequality 
vartE e omety > {1+5'(6)}*, 


and hence, by (34.100), 
f 2 
vart > 40 (OF (34.102) 
E(n)E ae 


which is Wolfowitz’s form of the upper bound to the variance in sequential estimation. 
It consists simply of putting E(n) for » in the MVB (17.22). Wolfowitz (1947) also 
gives an extension of the result to the simultaneous estimation of several parameters. 


and 


Example 34.11 
Consider the binomial with unit index 
f(x, 0) = @(1-0)'"*, x =0,1. 


We have 
dlogf _ x_1-x 
dn wo 1-w 
dlogf\?_ ss 
( ao ) = a(1—o)" 


If p is an unbiassed estimator of w in a sample from this distribution, we shall then 
have 

w(1—o) 

E(n) ~ 


var p > 


(34.103) 
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34.33 It cannot be said that, in general, sequential procedures are very satisfactory 
for estimation. If, however, n is large the theory is very much simplified in virtue 
of a general result due to Anscombe (1949b, 1952, 1953). Simply stated, this amounts 
to saying that for statistics where a Central Limit effect is present, the formulae for 
standard errors are the same for sequential samples as for samples of fixed size. We 
might argue this heuristically from (34.102). varies about its mean with standard 
deviation of order n,-' and thus formulae accurate to order n-! remain accurate to 
that order if we use my instead of n. More formally : 

Let {Y,,}, 2 = 1, 2,... be a sequence of random variables. Let there exist a real 
number 0, a sequence of positive numbers {tv, }, and a distribution function F(x) such 
that 

(a) Y, converges to 0 in the scale of w,, namely 


pfs < =} Fe) a 100} (34.104) 


(b) {¥,} is uniformly continuous in probability, namely given (small) positive 
e and 7, 


i! 
Let {n,} be an increasing sequence of positive integers tending to infinity and {N,} 


be a sequence of random variables taking positive integral values such that N,/n,— | 
in probability as r—> oo. Then 


p{7n-* < x}—> F(x) as r—> oo (34.106) 
‘Ne 


Yv~¥, 


<e_ for all n,n’ such that |n’—n| < en} > 1-7. (34.105) 


in all continuity points of F(x). 

The complexity of the enunciation and the proof are due to the features we have 
already noticed : end-effects (represented by the relation between N, and n,) and the 
variation in n,. 

In fact, let (34.105) be satisfied with » large enough so that for any , > » 


P{|N,-n,| < en,} > 1-7. (34.107) 
Consider the event E: |N,—n,| <n, and | Yy,—Y,,| < ewy,, 
and the events A: | Yy—Y,| < ew,, all n’ such that |n’—2n| < en, 
B: |N,—n,| < cn, 


Then P(E) = P{A and B} = P(A)—P{A and not-B} 

2 P(A)—P(not-B) 

> 1—2n. (34.108) 
Also P{Yy,-6 < xwy,} = P{Yx,-0 < xw,, and E} 


+P{Yy,-6 < x,, and not-E}. 
Thus, in virtue of the definition of E we find 
P{Y,,—8 < (x—«£) w,,}—2n < P{Y,,-6 < xw,,} 
< P{Y,,—0 < (x-+e)}t,,}+2n, 
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and (34.106) follows. It is to be noted that the proof does not assume N, and Y, to 
be independent. 


34.34 To apply this result to sequential estimation, let x,, x;,... be a sequence 
of observations and Y,, an estimator of a parameter 9, D, an estimator of the scale 
w, of Y,. The sampling rule is: given some constant k, sample until the first occurring 
D, < k and then calculate Y,. We show that Y, is an estimator of @ with scale 
asymptotically equal to & if & is small. 

Let conditions (34.104) and (34.105) be satisfied and {k,} be a sequence of positive 
numbers tending to zero. Let {N,} be the sequence of random variables such that 
N, is the least integer n for which D, < k,; and let {n,} be the sequence such that #, 
is the least n for which w, < k,. We require two further conditions : 

(c) {w,} converges monotonically to zero and w,/w,,;—> 1 as n—> «0; 

(d) N, is a random variable for all r and N,/n,—> 1 in probability as r —> 00. 


Condition (c) implies that w,,/k,—> 1 as n—>oo. It then follows from our previous 
result that 


p{Zac? < s}> F(x) 2 1. (34.109) 


34.35 It may also be shown that if the x’s are independently and identically dis- 
tributed, the conditions (a) and (c)—which are easily verifiable—together imply con- 
dition (b) and the distribution of their sum tends to a distribution function. In 
particular, these conditions are satisfied for Maximum Likelihood estimators, for 
estimators based on means of some functions of the observations, and for quantiles. 
Example 34.12 


Consider the estimation of the mean yu of a normal distribution with unknown 
variance o*. We require of the estimator a (small) variance &*. 


The obvious statistic is Y, = %,. ri fixed n this has variance o?/n estimated as 


Di = ee anne (34.110) 


Conditions (a) and (c) are obviously satisfied and in virtue of the result quoted in 
34.35 this entails the satisfaction of condition (b). To show that (d) holds, transform 


by Helmert’s transformation 
12 i 
&= (s1-F 22) [8 7 


Then 


By the Strong Law of eu oe given ¢, 7, there is a » such that 
pf; a1 Ea o| <e for all n > *} > 1-7. (34.111) 
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If k is small enough, the probability exceeds 1—7 that D, < k for any m in the range 

2<n<v». Thus, given N > », (34.111) implies that 

nh | oe 

o?/k* o* 

with probability exceeding 1—n. Hence, as k tends to zero, condition (d) holds. 
The rule is, then, that we select & and proceed until D, < k. The mean # then has 

variance approximately equal to k*. 


Example 34.13 

Consider the Poisson distribution with parameter equal to 4. If we proceed until 
the variance of the mean, estimated as £/n, is less than k?, we have an estimator £ of 4 
with variance k*. This is equivalent to proceeding until the number of successes falls 
below &’n?. But we should not use this result for small n. 

On the other hand, suppose we wanted to specify in advance not the variance but 
the coefficient of variation, say . The method would then fail. It would propose 
that we proceed until #/+/(#/1) is less than /, i.e. until n% < /* or the sum of observa- 
tions falls below /?. But the sum must ultimately exceed any finite number. This 
is related to the result noted in Example 34.1 where we saw that for sequential sampling 
of rare attributes the coefficient of variation is approximately constant. 


34.36 The basic idea of the sequential process, that of modifying our sampling 
procedure as we go along in the light of what we observe, is obviously capable of exten- 
sion. In a broad sense, all scientific inquiry is sequential, our experiments at any 
stage being determined to some extent by the results of previous experiments. The 
preliminary or pilot surveys of a domain to aid in the planning of more thorough 
inquiries are examples of the same kind. We proceed to discuss a two-stage sample 
procedure due to Stein (1945) for testing the mean of a normal population. 


Stein’s double-sampling method 

34.37. We consider a normal population with mean » and variance o* and require 
to estimate 4 with confidence coefficient 1—a, the length of the confidence-interval 
being J. We choose first of all a sample of fixed size mo, and then a further sample 
n—n, where n now depends on the observations in the first sample. 

Take a ‘‘ Student’s ” ¢-variable with ny—1 degrees of freedom, and let the prob- 
ability that it lies in the range —t, to 4, be l1—a. Define 


Vz= ie (34.112) 
Let s? be the estimated variance of the sample of my values, i.e., 
1 Bs 
f= aa E (an sy (34.113) 
We determine n by 
n = max {tq 1+ [s?/2]}, (34.114) 


where [s?/z] means the greatest integer less than s?/z. 
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Consider the # observations altogether, and let them have mean Y,. Then Y, is 
distributed independently of s and consequently (Y,—,)+/n is independent of s; and 
hence (Y,—)+/n/s is distributed as ¢ with ny—1 d.f. Hence 


P{ enti < ts 2 l-a, 
or P{y,-% <u ¥,+ 5s} =1-a, 
or P{Y,-fl <u < Y,+4]} 2 1—-«. (34.115) 


‘The appearance of the inequality in (34.115) is due to the end-effect that s*/z may not 
be integral, which in general is small, so that the limits given by Y,+3/ are close to 
the exact limits for confidence coefficient 1—«. In point of fact we can, by a device 
suggested by Stein, obtain exact limits, though the procedure entails rejecting observa- 
tions and is probably not worth while in practice. 

Seelbinder (1953) and Moshman (1958) discuss the optimum choice of first sample 
size in Stein’s method. 


34.38 Chapman (1950) extended Stein’s method to testing the ratio of the means 
of two normal variables, the test being independent of both variances. It depends, 
however, on the distribution of the difference of two t-variables, for which Chapman 
provides some tables. D. R. Cox (1952c) considered the problem of estimation in 
double sampling, obtaining a number of asymptotic results. He also considered cor- 
rections to the single and double sampling results to improve the approximations of 
asymptotic theory. A. Birnbaum and Healy (1960) discuss a general class of double 
sampling procedures to attain prescribed variance, in which the first sample is used 
to determine the size of the second and the estimation is carried out from the second 
sample alone. Such procedures are surprisingly efficient when high precision is 
required. 


Distribution-free tests 

34.39 By the use of order-statistics we can reduce many procedures to the binomial 
case. Consider, for example, the testing of the hypothesis that the mean of a normal 
distribution is greater than uo (a one-sided test). Replace the mean by the median 
and variate values by a score of, say, + if the sample value falls above it and — in the 
opposite case. On the hypothesis Hy: u = fo these signs will be distributed binomially 
with @ = 3. On the hypothesis H,: 4 = 4o+ko the probability of a positive sign is 


1 eo 
* = Tam [7 exp(-isae. (34.116) 


We may then set up a SPR test of w, against w, in the usual manner. This will have 
a type I error « and a type II error 8 of accepting H when H, is true ; and this type II 
error will be < 6 when u—y, > ko. This is, in fact, a sequential form of the Sign 
test of 32.2-7. 

Tests of this kind are often remarkably efficient, and the sacrifice of efficiency 
may be well worth while for the simplicity of application. Armitage (1947) compared 
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this particular test with Wald’s t-test and came to the conclusion that, as judged by 
sample number, the optimum test is not markedly superior to the Sign test. 


34.40 Jackson (1960) has provided a useful bibliography on sequential analysis, 
classified by topic. 


Decision functions 

34.41 In closing this chapter, we may refer briefly to a development of Wald’s 
ideas on sequential procedures towards a general theory of decisions. A situation is 
envisaged in which, at some stage of the sampling at least, one has to take a decision. 
e.g. to accept a hypothesis, or to continue sampling. The consequences of these 
decisions are assumed to be known, and it is further assumed that they can be evaluated 
numerically. The problem is then to decide on optimum decision rules. Various 
possible principles can be adopted, e.g. to act so as to maximize expected gain or to 
minimize expected loss. Some writers have gone so far as to argue that all estimation 
and hypothesis-testing are, in fact, decision-making operations. We emphatically 
disagree, both that all statistical inquiry emerges in decision and that the consequences 
of many decisions can be evaluated numerically. And even in cases where both points 
may be conceded, it appears to us questionable whether some of the principles which 
have been proposed are such as a reasonable person would use in practice. That 
statistics is solely the science of decision-making seems to us a patent exaggeration. 
But, like some questions in probability, this is a matter on which each individual has 
to make up his own mind—with such aid from the theory of decision functions as he 
can get. 

The leading expositions of this theory are the pioneer work by Wald himself (1947) 
and the more recent book by Blackwell and Girshick (1954). 


EXERCISES 


34.1 In Example 34.1, show by use of Exercise 9.13 that (34.3) implies the biasedness 
of m/n for @. 


34.2 Referring to Example 34.6, sketch the OC curve for a binomial with « = 0-01, 
B = 0-03, w, = 0-1, w, = 0-2. (The curve is half a bell-shaped curve with a maximum 
at @ = Oand zero atw = 1. Six points are enough to give its general shape.) Similarly, 
sketch the ASN curve for the same binomial. 


34.3 Two samples, each of size n, are drawn from populations, P, and Ps, with pro- 
portions @, and @, of an attribute. They are paired off in order of occurrence. 1, is the 
number of pairs in which there is a success from P, and a failure from P, ; t, is the number 
of pairs in which there is a failure from P, and a success from P,. Show that in the (con- 
ditional) set of such pairs the probability of a member of ¢, is 


DB = (1—B,) B,/{o,(1— By) + w,(1—,)}. 
Considering this as an ordinary binomial in the set of t = t,+¢, values, show how to 
test the hypothesis that m, > @, by testing @ = }. Hence derive a sequential test for 
D, > DO; 
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= ™ (i-,) 
@,(1—9,)’ 

show that w = u/(1 +1) and hence derive the following acceptance and rejection numbers : 


B 1+; 
lost 1-—uo 


cig log u, —log us = *jogu,—logu,’ 


1-8 1+u, 
log a 108 Te 


"t= jogu,—logu, +t logu,—logu,’ 
where u; is the value of x corresponding to Hi (i = 0, 1). ° 


If 


(Wald, 1947) 


34.4 Referring to the function 4 # 0 of 34.14 show that if z is a random variable 
such that E(z) exists and is not zero ; if there exists a positive 5 such that P(e* < 1-3) > 0 
and P(e? > 1+6) > 0; and if for any real hE(exphz) = g(h) exists, then 

lim g(h)= 0= lim g(h) 
ho A>-0 
and hence that g’’(h) > 0 for all real values of h. Hence show that g(h) is strictly in- 
creasing over the interval (— 0, h*) and strictly decreasing over (h®, 0), where h® is 
the value for which g(h) is a maximum. Hence show that there exists at most one h for 
which E(exphz) = 1. 
(Wald, 1947) 


34.5 In 34.31, deduce the expressions (34.96~7). 


34.6 In Exercise 34.5, show that the third moment of Z,—ny is 
E(Z_—ny)* = by E(n) — 30° E {n(Z,—ny)}, 


where 4; is the third moment of z. 
(Wolfowitz, 1947) 


34.7 If zis defined as at (34.19), let ¢ be a complex variable such that E(exp zt) = ¢(t) 
exists in a certain part of the complex plane. Show that 
E[fexp (¢ Zn) }{$()}-"] = 1 


for any point where | ¢(t)| > 1. 
(Wald, 1947) 


34.8 Putting t = h in the foregoing exercise show that, if Ey refers to expectation 
under the restriction that Z, < —b and E, to the restriction Z, > a, then 
K(h) Eyexp (h Zn) + {(1—K(h) }Eaexp(hZn) = 1, 
where K is the OC. Hence, neglecting end-effects, show that 
eat) — rd 
K(h) = “wero? h#0, 
a 
= ase’ h=0. 
(Girshick, 1946) 


THE ADVANCED THEORY OF STATISTICS 
34.9 Differentiating the identity of Exercise 34.7 with respect to ¢ and putting t =". 
show that 
_ a{1-K(A)}-bK(h) 
E(n) = ——F@ 


and hence derive equation (34.43) 
(Girshick, 1946: 


34.10 Assuming, as in the previous exercise, that the identity is differentiable. 
derive the results of Exercises 34.7 and 34.8. 


34.11 In the identity of Exercise 34.7, put 
— log g(t) = + 
where t is purely imaginary. Show that if ¢(t) is not singular at ¢ = 0 and ¢ = A, this 


equation has two roots ¢,(t) and t,(r) for sufficiently small values of t. In the mannet 
of Exercise 34.8, show that the characteristic function of n is given by 


Ab— A+ Ba— Be 
EC) = ae Ane 
(Wald, 1947) 


34.12 In the case when z is normal with mean 4 and variance o*, show that f, and f; 
in Exercise 34.11 are 


= #416 2_ 29828 
i= ata 2o%r)t, 
ee 
2 a at 


where the sign of the radical is determined so that the real part of u*—20%r is positive. 
In the limiting case B = 0, A finite (when of necessity E(z) > 0 if E(x) is to exist), 
show that the c.f. is 


(48 —20%)h, 


A+ 
and in the case B finite, A = 0 (when E(z) < 0), show that the c.f. is 
B-4, 
(Wald, 1947) 


34.13 In the first of the two limiting cases of the previous exercise, show that the 
distribution of m = u*n/2c* is given by 


aF(m) = arqyaane? (~ga-m te) am O<m<o, 


where c = plog A/o*. 
For large c show that 2m/c is approximately normal with unit mean and variance 1/c. 


(Wald, 1947, who also shows that when A, B are finite the distribu- 
tion of n is the weighted sum of a number of variables of the 
above type.) 


34.14 Values of u are observed from the exponential distribution 
dF = e~*“idu, O<u<oam 
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Show that a sequential test of 4 = A, against 4 = A, is given by 
n nn 
kyt+(Qy— 40) = uy < nlog(A,/A) < kat G—4) = us, 


where k, and kg are constants. 
Compare this with the test of Exercise 34.3 in the limiting case when @, and @, tend 
to zero so that m,t = A, and @,t = A, remain finite. 
(Anscombe and Page, 1954) 


34.15 It is required to estimate a parameter 6 with a small variance a(6)/A when 
A tends to infinity. If t, is an unbiassed estimator in samples of fixed size m with vari- 
ance v(8)/m; if 71(tm) = O(m-+4) and 73(tm) = O(m-1); and if a(tm) and b(tm) can 
be expanded in series to give asymptotic means and standard errors, consider the double 
sampling rule : 
(a) Take a sample of size NA and let t, be the estimate of @ from it. 
(b) Take a second sample of size max {0, [ { 9 (t;) -N}4]} where m9(t;) = v(t,)/a(t,). 
Let t, be the estimate of @ from the second sample. 
Nt, + {no(t)—N} ts 
Let ¢ = 
i no (ts) 
(d) Assume that N < 19 (6) and the distribution of mo(t;) = 1/m9(t,) is such that the 
event 79(t;) < N may be ignored. 
Show that under this rule 
E(t) = 6+0(4-), 
vart = a(6)4-1{1+O(A-)}. 


if mo(t:) > N. 


(D. R. Cox, 1952c) 


34.16 In the previous exercise, take the same procedure except that m(t,) is re- 
placed by 


n(t)) = mateo +h 5 
Show that 

E(t) = 6+; (0)v(6)A-7 + O(A-). 
Put 


t =t—mi(t)v(t)a_— if N < n(t,) 
= 0 otherwise, 
and hence show that ¢’ has bias O(A-*). 
Show further that if we put 
5 (8) = 9(8) v (6) {22mg (6) m5 (8) 7 (8) U-* (8) + 25% (6) + 2st (8) ms’ (8) + mg’ (8)/(2N)}, 


then 
vart’ = a(6)4-?+ O(A-*). 
(D. R. Cox, 1952c) 


34.17. Applying Exercise 34.15 to the binomial distribution, with 
(1-20) 
= 2 a = ae 
a(a) = aot, v(m) = a-o), (7) = yr ayy 
show that the total sample size is 
_ iat 3 1 
nh) = - stan) aN, 
at 


and the estimator ¢/ = tT 
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Thus N should be chosen as large as possible, provided that it does not exceed 
(1-w) /(@o). 
(D. R. Cox, 1952c) 


Peer er crc) 


where h is given by 
ay fe_ ki i1yt 
a) \a a of ” 
provided that the expression in brackets on the right is positive. Hence show how to 


draw the OC curve. 
(Wald, 1947) 


34.19 In the previous exercise derive the expression for the ASN 
K(0){ho—hi}+hy 
a-y 


1 
where y = woatet/ed / (5-3): 
(Wald, 1947) 


34.20 Justify the statement in the last sentence of Example 34.9, giving a test of 
normal variances when the parent mean is unknown. 
(Girshick, 1946) 
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Appendix Table 1- Frequency function of the normal distribution y = —e-i=* with 


v(an) 
first and second differences 
meayeke ; zs _— ae pao 
= y i at(-) a‘ = y to at(-) | cy 
oo 0'39894 199 fos 392 25 0°01753 395 | +79 
or | 039695 591 . —-374 26 | o01358 | 316 +66 
o2 039104 965 —347 27 001042 250 +53 
o3 «=: 038139 1312 — 308 28 0°00792 197 +45 
04 «8 -0°36827 : 1620 —265 2°99 | «=«0°00595 152 : +36 
o5 =| 035207 | 1885 | 722 30 000443! 116 i +27 
°6 0°33322 2097 | =—I159 31 0°00327 | 89 +23 
o-7 031225 | 2256 —104 32 0°00238 66 +17 
o8 0°28969 2360 — 52 33 0°00172 49 +13 
og 86 «26609 2412 f ° 34 0°00123, 36 +10 
ro 0°24197 2412 | + 46 35 000087 | 26 | +7 
Vi 021785 | 2366 + 8% 36 000061 19 + 6 
12 019419 «2282 | $118 37 0°00042 13 +4 
1°30: (017137 2164 | +143 38 0°00029 9 +2 
14 =!) (014973 2021 + +161 39 0'00020 7 ,. *3 
5 | or12952 1860 . +173 40 0°00013 4 — 
16 o11092 | 1687 +177 41 "00009 3 - 
7 0°09405 1510 +177 42 | 000006 2 —- 
18 007895 | 1333 . +170 43 | +«er00004 2 —- 
rg 0°06562 , 3 163 +162 44 "00002 _- _- 
270 =} ~=—-0'05399 1001 +150 45 000002, _ - 
21 0°04398 851 +137 46 00001. _ — 
22 0°03547 914 +120 47 O-00001 | _ _ 
2°3 0'02833 594 +108 48 0°00000 | | — - 
2°%4 =, «002239 486 + 91 i 
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Appendix Table 2- Areas under the normal curve (distribution function of the normal 
distribution) 


The table shows the area of the curve y = (22)-le-4" lying to the left of specified deviates 
x eg. the area Corresponding toa devi te 1°86 (= s+ 0°36) is 09686. 
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Deviate | ao + ast 
o00 | 9772, 9379 
oor | 9778 9°396 
O02 | 9783 9°413 
003—Ci«; 9788 9%430 
004g! 9793 97446 
ors | i 9798 9°461 
0°06 9803 9°477 
007 9808 9%492 
0°08 9812 9*506 
0°09 9817; 9%520 
O10 9821 | 9°534 
OL 9826 9°547 
O12 9830 9'5! 
Or13 9834 9°573 
O14 9838 98585 
ors 9842 9*598 
016 9846 § 9%609 
O17 9850 | 9%621 
o18 ' 9854 | 93632 
019 9857 9%643 
0'20 9861 9%653 
O21 9864 9*664 
0:22 9868 | 9%674 
0°23 9871 ' 9°683 
0°24 9875 . 9%693 
O25 | 9878 9*702 
0°26 9881 . go%711 
027 | 9884 | 9%720 
o28 | 9887; 92728 
o29 | 9890 | 9736 
0°30 9893 9°744 
O31 | 9896 | 9°752 
0°32 9898 . 97760 
0°33 9901 9°767 
0°34 9904 9°774 
0°35 9906 9*781 
0°36 9909, 98788 
0°37 9911 | 9795 
O38 ij 9913 9*801 
039 | 9916 | 99807 
o4o | 9918 |; 99813 
eat ' gg20 | 98819 
042 | | 9922 | 9%825 
043 | 9925 | 92831 
044 | | 9927 99836 
O45 | | 9929 | 98841 
0°46 + 9931 ! 97846 
047 | . 9932 9851 
o48 =, 6844 . 8365 9306 9761 . 9934 , 9%856 
049 «|| «66879 «| «8389 9319 9767 | 9936 97861 


i 
‘ 


" ‘Note—Decimal Points in the body. of the table are omitted. Repeated 9's are wien 


by powers, e.g. 9°51 stands for 0°99971. 
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Appendix Table 4a- Distribution function of x? for one degree of freedom for values 
x? = 0 to x? = 1 by steps of 0-01 
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x P 
° 100000 
oor 0°92034 
0-02 0°88754 
0°03 0°86249 
0°04 0°84148 
O05 0°82306 
0°06 0°80650 
0-07 0°79134 
0°08 0°77730 
0-09 0-76418 
oro 0°75183 
Orr 0°74014 
O12 072903 
O13 0°71843 
org 0-70828 
Org 0°69854 
o16 0°68916 
O17 o-680r1 
o18 0°67137 
o19 0°66292 
0:20 0°65472 
or21 0°64677 
O22 0°63904 
0°23 0°63152 
0°24 0°62421 
o-25 0°61708 
0°26 061012 
0°27 0°60333 
0-28 059670 
029 0°59022 
0°30 0°58388 
O31 057768 
0°32 0°57161 
0°33 056566 
0°34 0°55983 
0°35 O°55411 
0°36 054851 
0°37 0°54300 
0°38 0°53760 
0°39 0°53230 
040 0°§2709 
O41 0°52197 
0°42 0°51694 
0°43 O'51199 
O44 0°50712 
O45 0°50233 
0°46 049762 
0-47 0"49299 
0-48 0°48842 
0-49 0°48393 
o"50 0°47950 


P 


0°47950 


0°31731 
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Appendix Table 4b- Distribution function of x? for one degree of freedom for values 
of x* from 1 to 10 by steps of 0-1 


x P 4 rd P 4 
bY) 0°31731 2304 \ 5°5 0°01902 106 
rr 0°29427 2095 | 56 0°01796 99 
12 027332 1911 : 5°7 0°01697 94 
13 0°25421 1749 ‘ 58 0'01603 89 
1% 023672 1605 ; 59 OO1514 83 
Vg 0'22067 1477 6:0 0°01431 79 
16 0°20590 1361 H 61 001352 74 
V7 0°19229 1258 : 62 0°01278 vhs 
18 O-17971 1163 ‘ 63 0°01207 66 
19 0°16808 1078 64 O°O1141 62 
2°0 0°15730 1000 6'5 0°01079 59 
21 0°14730 929 66 001020 56 
22 0°13801 864 6-7 0'00964 $2 
2° 0°12937 803 68 0°00912, 50 
24 0°12134 749 69 0°00862 47 
25 0°11385 699 70 000815 44 
26 0'10686 651 : T 0°00771 42 
27 0°10035 609 : 72 0°00729 39 
28 009426 568 , 73 000690 38 
29 008858 532 ' "4 000652 35 
30 008326 497 75 0°00617 33 
31 007829 465 76 000584 32 
32 007364 436 77 000552 jo 
33 006928 408 78 0°00522 28 
34 006520 383 79 0°00494 26 
35 0°06137 359s! 8-0 0°00468 25 
36 0°05778 337, 81 000443 24 
37 0°05441 316 j 8-2 000419 23 
38 0705125 296 ' 8-3 000396 2r 
39 004829 279! 84 0°00375 20 
40 0'04550 262 8-5 0°00355 19 
41 004288 246 8-6 0°00336 18 
42 0°04042 231 ! 8-7 000318 17 
43 0°03811 217 | 8-8 000301 16 
44 0°03594 205, 89 0-00285 15 
45 0°03389 192 90 0°00270 14 
46 0°03197 181 | or 0°00256 4 
47 0°03016 170 92 0°00242 13 
48 0°02846 160 | 93 0°00229 12 
49 0'02686 151 94 000217 12 
5:0 0°02535 142 j 05 000205 10 
Sr 0°02393 134 9°6 0°00195 WI 
5-2 0°02259 126 i 7 000184 10 
53 0°02133 119 98 0°00174 9 
54 002014 112 | 999 0°00165 8 
55 0°01902 106 10°o 0°00157 8 
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tlg.£ | foLz gro.z 104.1 €r€.1 g$o.1 SSg.0 , £g9.0  of$.0 | 6gf.0 ' gSz.0 Lzr.o gz 
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Appendix Table 6-5 per cent. points of the distribution of x 


(Reprinted from Table VI of Sir Ronald Fisher's Statistical Methods for Research Workers, 
Oliver and Boyd Ltd., Edinburgh, by kind permission of the author and the publishers), 


Values of », 


I 2 ae is 5 6 el oe | ol & 


—|-—-} a= - | 


2°5421 2°6479 | 2°6870 | 2°7071 | 2°7194 sérail 2°7380 : 2°7484 | 2°7588 | 2-7693 
1°4592 1°4722 | 1-4765 | 1-4787 | 14800 | 1-4808 | 1-4819 1-4830 | 1-4840 11-4851 
1°1§77 | 1°1284 | 1°4137 | 1-1051 | 10994 | 1-0953 | 10899 10842 | 10781 | 1-0716 
1°0212 0°9690 | 0°9429 | 0°9272 , | 0-9168 | 0°9093 0°8993 . 0°8885 0°8767 0-8639 
1 0°9441 | 0°8777 | 0°8441 , 0°8236 ; o- 8097 | 0 7997 | 0°7862 | 0°7714 | 0°7550 . 0-7368 

| 0°7798 | 0°7558 | 0°7394 : 0°7274 | 0°7112 . 0°6931 | 0°6729 | 0-6499 
0°6576 0:6369 | 0°6134 0°5862 


0°8606 - 07777 | 0-7347 | 0” 7080 | 0°6896 ; 0°6761 
0°8355 . 0°7475 | 0°7014 | 0°6725 | 76525 0°6378 | 0°6175 | 0°5945 | 0°5682 . 0°5371 
0°8163 | 0-7242 | 0°6757 | 0°6450 0-6238 | o-608o | 0°5862 | 0°5613 | 0°5324 | 0°4979 
08012 i 0°7058 | 0°6553 | 0°6232 | 0-6009 | 0°5843 | 05611 | 0°5346 | 0°§035 0-4657 


OO OY ANA Dm 
2 
‘0 
° 
o 
) 
@ 
© 


~ 


| ; 
| 14 | 0*7889 ' 0-6909 | 0°6387 | o-6055 | 05822 , 0°5648 0°5406 | 0°5126 | 0°4795 | 0°4387 
12 | 0°7788 . 0°6786 ; 0°6250 | 0°5907 | 0°5666 | 0°5487 | 0°5234 | 0°4941 | 0°4592 | 0°4156 
13. _ 0°7703 | 0°6682 | 0°6134 0°5783 | 05535 | 0°5350 | 05089 0°4785 | 04419 0°3957 
14 j 0°7630 | 06594 | 0°6036 | 0°5677 | 0°5423 | 0°5233 : 0°4964 | 0°4649 | 0°4269 , 0°3782 
1§ | 0°7568 | 0°6518 | 0-5950 ' 0°5585 | 0°5326 | 0°5131 0°4855 0°4532 0°4138 | 073628 
' 16 | 00-7514 | 0-6451 | 0°5876 | 0-5505 | 0°5241 075042 0°4760 | 0°4428 | 0°4022 0°3490 
: ors8r1 | 075434 | 05166  0°4964 | 0°4676 | 0°4337 0°3919 ; 0°3366 
18 | 0°7424 ; 0°6341 | 0°5753 . 0°5371 ' 0°5099 | 0°4894 | | 04602 | 0°4255 | 0°3827  0°3253 
19 | 0°7386 | 0°6295 0°5701 | 0°5315 | 075040 , | 0°4832 © 0°4535 | 0°4182 | 03743 0°3151 
, 20 | 0°7352 | 0°6254 | 0°5654 | 0°5265 0°4986 | 0°4776 | 0°4474 | 0°4116 | 0°3668 | 03057 


Values of +, 
& 
i 
° 
ss 
e 
° 
a 
wo 
o 
we 


21 | 0°7322 , 0°6216 | 0-5612 | 05219 | 0°4938 0°4725 | 0°4420 | 0°4055 073599 0-297! 
| 22 | 0°7294 | 0°6182 | 05574 0°5178 0°4804 | 0-4679 | 0°4370 | o-4oor | 0:3536 ‘ 0-2892 
23 |0°7269 0°6151 | 0°5540 :0°5140 0°4854 ' 0°4636 | 0°4325 '0°3950 0°3478 0:28:18 
24 | 0°7246 | 0°6123 | 0°5508 | 0°5106 | 04817 , 0°4598 | 0'4283 | 0°3904 | 0°3425 0°2749 
25 | 0°7225 | 0°6097 | 05478 + 0°§074 | 0°4783 | 0°4562 | 0°4244 | 0°3862 | 0:3376 | 0:2685 
26 | 0°7205 0°6073 | 0°5451 | 0°5045 | 0°4752 0°4529  0°4209 0” 3823 0°3330 02625 
27 | 0°7187 | 06051 | 0°5427 | 0-017 | 04723 | 0°4499 | 0°4176 | 0°3786 | 0-3287 j o-2569 
28 -0°7171 | 0°6030 | 0-5403 . 0°4992 0°4696 0°4471 | 0°4146 0°3752 - 0°3248 02516 
! 29 1 0°71§5 ; 06011 075382 | 0°4969 | 0°4671 0°4444 ° 0°4117 | 0°3720 | O°3211 | 02466 
; 30 | 0-7141 | 0°5994 | 0°5362 0°4947 | 04648 0°4420 | 2"4090 0° 3691 0°3176 0'2419 


| | 
| 60 | 06933 | 0°5738 | 0°5073 | 0-4632 | 0°4311 0:4064 03702 Veaaes “064 | | o1644 
| 


| 0°6729 | 0°5486 , 0°4787 | 0°4319 0°3974 : | 0°3706 | 0°3309 | 02804 | : 02085 io 
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Appendix Table 7-5 per cent. significance points of the variance ratio F 


(Reproduced from Sir Ronald Fisher and Dr. F. Yates: Statistical Tables for Biological, 
Medical and Agricultural Research, Oliver and Boyd Ltd., Edinburgh, by kind permission 
of the authors and publishers) 


3 id] 1 2 3 4 5 6 8 12 24 o 
fees be eee ee ee Seen Pats : _ 
I 161'40 199°50 215°70 224°60 230°20 234°00 238'90 243°90 249°00 254°30 
2 1851 19°00 19116 19°25 19°30 19°33. 19°37: 19'4T_ = 19°45 19°50 
3 1013, 955) 9128 giz gor, 804 884 874 B64 853 
4 771 604 659 639 626 616 604 5:91 577 5°63 
5 661 579 541 519 505 495 482 468 4:53 4:36 
6 599 S14 476 453 439 428 415 4:00 3°84 3°67 ' 
7 559 474 435 412 3°97 3°87 3°73 3°57 341 3°23 
8 532 4460 407 3°84 3°69 358344 328 312-293 | 
9 S12 426 3°86 = 3°63, 3-48 337, 323-307 2900 271 
10 | 496 410 3°71 348 863933. 3°22 307 2°91 274 0-254 
11 | 484 3°98 359 336 3:20 309 295 279 261 2:40 | 
12 475 3°88 3°49 3°26 gui 3°00 2°85 2°69 2°50 2°30 | 
13 4°67 3°80 3°41 3°18 3°02 2°92 2°77 2:60 2°42 2°21 
14 460 «3°74 3°34 tr 296 285270253 235-213 
15 454 368 329 «3°06 86290 92°79 «9264 = 248 229 207 
16 449 363 324 301 285 274 259 242 224 2°01 
17 4°45 3°59 3°20 2°96 2:81 2°70 2°55 2°38 219 1:96 | 
18 4°41 3°55 3°16 2°93 2°77 2°66 2°51 2°34 215 1-92 | 
19 4°38 3°52 3°13 2°90 2°74 2°63 2°48 2°31 211 1-88 
20 435 3°49 310 2°87 2-71 2°60 2°45 2:28 2°08 1°84 
21 4°32 3°47 3°07 2°84 268 2°57 2°42 2°25 2°05 1°81 
22 4°30 3°44 3°05 2°82 2-66 2°55 2°40 2:23 2°03 1-78 
23 4:28 3°42 3°03 2°80 2°64 2°53 2°38 2°20 2°00 1°76 
24 4°26 3°40 3°01 2°78 262 2°51 2°36 218 1°98 1°73 
25 | 424 338 299 276 260 249 234 216 196 0 1-71 | 
| 
26 4220 3370 298) = 274 259 2°47 23202595 1°69 | 
27 4°21 3°35 296 273 2:57 246 2:30 2:13 1°93 1°67 
28 4°20 3°34 2°95 2-71 2°56 2°44 2°29 212 1g 1°65 
29 4:18 3°33 2°93 2°70 2°54 2°43 2°28 210 1:90 1°64 
go 417 3°32 2°92 2-69 2°53 2°42 2°27 2°09 1°89 162 
40 408 3°23 2°84 2°61 2°45 2°34 2°18 2°00 1-79 151! 
60 4°00 3°15 2°76 2°52 2°37 2°25 210 1°92 1-70 1°39 | 
120 3°92 3°07 2°68 2°45 2°29 217 2°02 1°83 1-61 125 | 
co) 3°84 2°99 260 2°37 221 2°09 1°94 1-75 1°52 1-00 


i 


Lower 5 per cent. points are found by interchange of », and »g, i.e. », must always correspond 
to the greater mean square. 


Values of 
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Appendix Table 8-1 per cent. points of the distribution of z 


(Reprinted from Table VI of Sir Ronald Fisher’s Statistical Methods for Research Worker: 
Oliver and Boyd Ltd., Edinburgh, by kind permission of the author and the publishers) 


0°5367 
0°5316 


43689 


22999 
16404 
| 1°3170 
: 11239 
09948 
* @°9020 
0°8319 
07769 
07324 


0°6958 
0°6649 
1 0°6386 
0°6159 
0°5961 
0°5786 
05630 
0°5491 
075366 
0°5253 


O°5150 
0°5056 
0°4969 
0°4890 
- 0°4816 
0°4748 
00-4685 
| 0°4626 


4°3794 
2°3001 
116314 
1°3000 
1°0997 
09643 
08658 
0°7904 
0°7305 
06816 


0°6408 
06061 
0°5761 
0°5500 
0°5269 
: 075064 
0°4879 
O-4712 
04560 
O-4421 


0°4294 
_ 0°4176 
; 0°4068 
03967 
0°3872 
03784 
0°3701 
' 0°3624 


09462 ! 0°7636 0°6651 
| ' 


"5999 0°5522 


Values of », 
\ i ' ’ 
1 2 3 4 5 6 8 
1 | 4°1535 4°2585 4°:2974 4°3175  4°3297 | 4°3379 | 4°3482 
2 | 2:2950 | 2:2976 | 2-2984 2:2988 2-2991 2:2992 | 22994 
3 | 1°7649 | 17140 | 1-6915 | 16786 | 1-6703  1-6645 , 1°6569 
4 | 15270 | 1-4452 | 14075 1-3856 1°3711 | 1-3609 | 1-3473 
5 | 13943 1:2929 1°2449 | 1:2164 | 1°1974 | 1°1838 | 11656 
6 1°3103 1°1955 I°1401 1°1068 1°0843 | 1:0680 | 1-0460 | 
7 | 12526 1°1281 1°0672 . 1°0300 1°0048 0°9864 09614: 
8 : 1:2106 | 1:0787 . 10135 , 0°9734 0°9459 | 0°9259 | 0°8983 
9 | 11786 | 1-0411 . 0°9724 | 0°9299 , 0” 0°8791 0°8494 
10 | 1°1§35 1°0114 | 0°9399  0°8954 | 08646 | 0-8419 | 08104 
II j 1°1333 | 0°9874 0°9136 | 0°8674 0°8354 0°8116  0°7785 
| 12 | 11166 , 0°9677 0°8919 |‘ 0°8443 0°8111 0°7864 0°7520 
| 13, 11027 | o-9511 0°8737 0°8248 0°7907 : 0°7652 0°7295 
| 14 | 110909 0°9370 0°8581 | 0-8082 | 07732 0°7471 | 0°7103 
1§ 10807 | 0°9249 | 0°8448 0°7939 0°7582 0°7314 | 06937 
16 | 10719 0°9144 | 0°8331 | 0°7814 0°7450 | 0°7177 | 0°6791 
17 | 1:0641 | 0°9051 , 0°8229 | 0°7705 0°7335 0°7057 0°6663 
, 18 | 10572 | 0°8970 ' 08138 | 0°7607 0°7232 , 0°6950 0°6549 
19 | 10511 0°8897 | 0-8057 0°7521 0°7140 | 0°6854 : 0°6447 
20 = 1°0457 , 0°8831 '0°7985 0°7443 0°7058 0°6768 | 0:6355 
21 1°0408 | 0°8772 | 0°7920 0°7372 0°6984 , 0°6690 0°6272 
22 1°0363  0°8719 . 0°7860 | 0°7309 | 0°6916 | 0-6620 | 0°6196 
23 | 110322 , 0°8670 | 0°7806 '0°7251 | 0°6855 0°6555 : 0°6127 | 
} 24 10285 0°8626 | 0-7757 0°7197 0°6799 , 06496 0°6064 
' 25 41-0251 .0°8585 0-7712 0°7148 0°6747 0°6442 0°6006 
26 " 10220 | 0°8548 | 0°7670 07103 , 0°6699 , 0°6392 0°5952 ° 
27 | 10191 0°8513 0°7631 0-7062 | 96655 | 06346 j o°5902 
28 | 10164 0°8481 | 0°7595 0°7023  0°6614 , 0°6303 | 0°5856 
29 = 1°0139 | 0°8451 0°7562 | 0°6987 | 0°6576 | 0-6263 | 0°5813 
! 30 | 10116 | 0°8423 | 07531 0°6954 0°6540 0°6226 | 05773 
* 60 0°9784 ' 98025 0°7086 0°6472 | 0:6028 0°5687 075189 
a 


O°5152 0:4604 
! 


0°5269 | 0°4570 0°3550 


0°5224 | 0°4519 


1 0°3481 


"0°4574 0°3746 00-2352 


° 
1 


* 0°3908 | 02913 
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Appendix Table 9-1 per cent. significance points of the variance ratio F 


(Reproduced from Sir Ronald Fisher and Dr. F. Yates: Statistical Tables for Biological, 
Medical and Agricultural Research, Oliver and Boyd Ltd., Edinburgh, by kind permission 
of the authors and publishers) 


1 2 3 4 5 6 8 12 24 rs) 
Vs 
f 
1 | 4052 4999 5403 5625 5764 5859 5981 6106 6234 6366 
2 9849 99°00 99°17 99°25 99°30 99°33 99°36 99°42 99°46 99°50 
3 3412 30°81 29°46 28:71 28:24 27°91 2749 27°05 26°60 902612 | 
4 2120 «61800 1669-1598) = 15°52 521) 14°80): 14°37, -13°93 13°46 
5 16:26 13°27 12°06 «11°39 =910°97. 10°67 ~=—-10°27 9° 9°47 9:02 
6 13°74 10°92 9°78 915 8-75 8-47 8-10 7°72 7°31 6-88 
7 1225 «6955 845078507460 7119 684647 G07 5-65 
8 | 11°26 8-65 7°59 7°01 6-63 6°37 6-03 5°67 5:28 4°86 
9 10°56 8-02 6-99 6-42 6-06 5°80 5°47 Sort 4°73 4:31 | 
10 | toog 756 655599 5°64 539 SS 471 43300 (3°91 
1 965 720 622 567 532 507 4°74 440 402 3°60 
12 933 693 5°95 54: 5:06 482 450 416 378 3:36 
13 9°07 670 «65:74 85:20 49486 0462 4730 3°96 359 3°16 
14 886 651 5:56 5:03 469 «64°46 04:14 3°80 3°43, 3100 | 
15 868 636 542 489 66456 432 400 367 3:29 ©6287 | 
16 8530 62300 «5:29 4°77 4°44 20 3°BQ 3°55 318275 
17 840 611 5:18 = 4467 434 10 3°79 3°45 308 2°65 
18 828 Gor 5:09 4:58 425 401 3°71 3:37 3°00 2°57 , 
19 818 5°93, SOT 4°50 417 3°94 3°63 330 292-249 
20810 5°85 4°94 4°43 410 3°87 3°56 3°23 2°86 2°42 
21 | 802 5°78 4°87 4°37 4°04 3°81 3°51 3°17 2°80 2°36 
22) 794 S72 482 4:31 399 376 345 3:12 2:75 2:31 
23 788) = 566 476 4:26 304 3°71 3°40 307, 270 226 
24 7:82 5°61 4°72 4°22 3°90 3°67 3°36 3°03 2°66 221 
25 777, «557 468418 3°86 3°63 332299 262217 
26. 772 «6553 4°64 4th 3°82 359 3°29 296258 213 
27 768 86549 «64°60 tt 3°78 3°56 3:26 8«692°93 2°55 210 
28 764 545 457 4097 3°75 353 323 2:90 252 2:06 
29 760 542454404 3°73 350 3120 287 249-203 
ae 756-539 4°51 402 3°70 3°47) 317, 284247 BOT 
40° 7°31 5°18 431 3°83 3°51 3°29 2°99 2°66 2:29 180 | 
60 7:08 4°98 413 3°65 3°34 312 2°82 2°50 212 1-60 
120; 685 479 «3:95 «3°48 3172962 66 23495138 
"wo ft 664 4°60 3°78 3°32 3°02 2°80 2°51 2718 1-79 100 


Lower 1 per cent. points are found by interchange of ¥, and 93, i.e. »; must always correspond 
to the greater mean square. 
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Behrens, W. V., fiducial solution to problem of 
two means, 149. 

Bennett, B. M., power function of test of inde- 
pendence in 2 x 2 table, 555. 
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Benson, F., estimation using best two order- 
statistics, (Exercise 32.14) 533. 

Berkson, J., sampling experiments on BAN 
estimators, 95; choice of test size, 183; 
controlled variables, 408. 

Bernstein, S., characterization of bivariate nor- 
mality, 353 footnote. 

Best asymptotically normal (BAN) estimators, 
91-5. 

Bhattacharyya, A., lower bound for variance, 
12; covariance between MVB estimator 
and unbiassed estimators of its cumulants, 
(Exercises 17.4-5) 31; characterizations of 
bivariate normality, (Exercises 28.7-11) 
371. 

Bias in estimation, 4-5; corrections for, 5-7, 
(Exercises 17.17-18) 33; see Unbiassed 
estimation. 

Bias in tests, 200; see Unbiassed tests, Tests of 
hypotheses. 

Bienaymé-Tchebycheff inequality, and consis- 
tent estimation, (Example 17.2) 3. 

Binomial distribution, unbiassed estimation of 
square of parameter, 9, (Example 17.4) 6; 
MVB for 6, (Example 17.9) 11; estimation 
of 6 (1—6), (Example 17.11) 15; unbiassed 
estimation of polynomial functions of 6, 
(Exercise 17.24) 34; estimation of linear 
relation between functions of parameters 
of independent binomials, (Exercise 17.25) 
34; ML estimator biassed in sequential 
sampling, (Exercise 18.18) 70; equi- 
valence of ML and MCS estimators, 
(Exercise 19.15) 97; confidence intervals, 
(Example 20.2) 103, 118-20, (Exercise 
20.8) 131; tables and charts of confidence 
intervals, 118; confidence intervals for the 
ratio of two binomial parameters, (Exer- 
cise 20.9) 131; fiducial intervals, (Exercise 
21.3) 158; testing simple H, for 0, (Exer- 
cise 22.2) 184, 212; minimal sufficiency, 
(Exercise 23.11) 220; truncated, 527; 
homogeneity test for several distributions, 
578-9, (Exercises 33.21-2) 588-9; sequen- 
tial sampling, (Examples 34.1-7) 592-607, 
(Exercises 34.1-3) 620; MVB in sequential 
estimation, (Example 34.11) 615; double 
sampling, (Exercise 34.17) 623; see Sign 
test. 

Birnbaum, A., double sampling, 619. 

Birnbaum, Z. W., tabulation of Kolmogorov 
test, 457; one-sided test of fit, 458, 460; 
computation of Kolmogorov statistic, 
(Example 30.6) 460-1. 
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Biserial correlation, 307-11, (Exercises 26.5. 
26.10-12) 313-14. 

Bivariate normal distribution, ML estimation 

of correlation parameter, p, alone, (Ex- 

ample 18.3) 39; indeterminate ML esti- 

mator of a function of p, (Example 18.4) 

42; asymptotic variance of f, (Example 

18.6) 45; ML estimation of various com- 

binations of parameters, (Example 18.14) 

57, (Example 18.15) 59, (Exercises 18.11- 

12, 18.14) 69-70; charts of confidence 

intervals for p, 118; confidence intervals 

for ratio of variances, (Exercise 20.19) 133: 

power of tests for p, (Example 22.7) 172: 

joint c.f. of squares of variates, (Example 

26.1) 283; linear regressions of squares of 

variates, (Example 26.3) 285, (Example 

26.5) 286; estimation of p, 293-5; con- 

fidence intervals and tests for p, 295-6; 

tests of independence and regression tests, 

296; correlation ratios, (Example 26.3) 

298; regressions, linear, homoscedastic, 

(Exercise 26.2) 312, (Example 28.1) 349; 

estimation of p when parent dichotomized. 

(Exercises 26.3-4) 313; distribution of 

regression coefficient, (Exercise 26.9) 313: 

ML estimation in biserial situation, (Exer- 

cises 26.10-12) 313-14; LR test for », 

(Exercise 26.15) 315; ML estimation and 

LR tests for common correlation para- 

meter of two distributions, (Exercises 

26.19-22) 315-16; joint distribution of 

sums of squares, (Example 28.2) 349; 

characterizations, 352-3, (Exercises 28.7- 

11) 371; robustness of tests for p, 468-9; 

efficiencies of tests of independence, 473, 

481-2; efficiencies of tests of regression. 

484-7; UMPU tests of p = 0, (Exercise 

31.21) 512; interpretation of contingency 

coefficient, 557; transformations and can- 

onical correlations, 568-9. 

Blackwell, D., sufficiency and MV estimation, 
25; sequential sampling, 603; decision 
functions, 620. 

Bliss, C. I., outlying observations, 529. 

Blom, G., simple estimation in censored 
samples, 524; asymptotic MVB, (Exer- 
cises 32.8-11) 531-2. 

Blomavist, N., ARE of tests, 268; medial cor- 
relation test, (Exercise 31.7) 510. 

Bose, R. C., simultaneous confidence intervals, 
128. 

Bounded completeness, see Completeness. 

Bowker, A. H., tables of tolerance limits, 130; 
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approximations for tolerance limits, (Exer- 
cises 20.20-2) 133; test of complete sym- 
metry in rxr table, (Exercise 33.23) 589. 

Box, G. E. P., approximations to distribution 
of LR statistic, 234; robustness, 465, 
468. 

Brandner, F. A., ML estimation and LR tests 
for bivariate normal correlation para- 
meters, (Exercises 26.19-22) 315-16. 

Bross, I. D. J., charts for test of independence 
in 2x2 table, 553. 

Brown, G. W., median test of randomness, 
(Exercise 31.12) 511. 

Brown, R. L., data on functional relation, 
(Example 29.1) 387; confidence intervals 
for functional relations, 390-1; linear 
functional relations in several variables, 
(Exercises 29.6-8) 416. 

Bulmer, M. G., confidence limits for distance 
parameter, 561. 

Burman, J. P., sequential sampling, 605. 


Canonical analysis of r x c tables, 568-75. 

Categorized data, 536-91; measures of associa- 
tion, 536-41, 556-9, 561, (Exercises 33.1- 
4, 33.6) 584-5; partial association, 541-5; 
probabilistic interpretations, 545-7; large- 
sample tests of independence, 547-9, 
559-61; exact test of independence, differ- 
ent models, 549-55, 559; continuity cor- 
rection, 555-6, (Exercise 33.5) 584; 
ordered tables, rank measures, 561-6, 
(Exercises 33.10-11) 586; ordered tables, 
scoring methods and canonical analysis, 
566-74, (Exercises 33.12-14) 586-7; par- 
titions of .X*, canonical components, 
574-8, (Exercise 33.13) 586; binomial and 
Poisson dispersion tests, 579-80; multi- 
way tables, 580-4; test of complete sym- 
metry, (Exercise 33.25) 589; test of identi- 
cal margins, (Exercise 33.24) 589; ML 
estimation of cell probabilities, (Exercise 
33.29) 590; test of identical margins in 
2° table, (Exercise 33.30) 590. 

Cauchy distribution, uselessness of sample 
mean as estimator of median, 2-3; sample 
median consistent, (Example 17.5) 8; MVB 
for median, (Example 17.7) 11; sufficiency, 
(Exercise 17.12) 32; successive approxi- 
mation to ML estimator of median, 
(Example 18.9) 49; testing simple H, for 
median, (Example 22.4) 168, (Exercise 
22.5) 185; non-completeness, (Exercise 
23.5) 219. 
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Censored samples, 522-7; see also under names 
of distributions. 

Central and non-central confidence intervals, 
102. 

Centre of location, 64. 

Chandler, K. N., relations between residuals, 
(Exercise 27.5) 343. 

Chandra Sekar, C., outlying observations, 529. 

Chapman, D. G., bound for variance of esti- 
mator, 17; estimation of normal standard 
deviation, (Exercise 17.6) 32; truncated 
Gamma distribution, 527; double samp- 
ling, 619. 

Characteristic functions, conditional, 319-21. 

Chernoff, H., asymptotic expansions in prob- 
lem of two means, 148; reduction of size 
of critical regions, 177 footnote; measure 
of test efficiency, 276, (Exercises 25.5-6) 
277; distribution of X? test of fit, 428, 430; 
ARE of Fisher—-Yates test, 498, 501. 

Clark, R. E., tables of confidence limits for the 
binomial parameter, 118. 

Clitic curve, 347. 

Clopper, C. J., charts of confidence intervals 
for the binomial parameter, 118. 

Cochran, W. G., Sign test, (Exercise 25.1) 276, 
513-14; critical region for X? test, 422; 
choice of classes for X? test, 440; limiting 
power function of X* test, (Exercise 
30.4) 462; outlying observations, 529; par- 
titions of X?, 578; dispersion tests, 579; 
test of identical margins in 2° table, (Exer- 
cise 30.30) 590. 

Cohen, A. C., Jr., truncation and censoring in 
normal distributions, 525; truncation and 
censoring in Poisson distributions, 526, 
(Exercise 32.22) 534; truncated Gamma 
distribution, 527. 

Colligation coefficient, 539. 

Combination of tests, (Exercise 30.9) 463. 

Completeness, 190; and unique estimation, 
190; of sufficient statistics, 190-3; and 
similar regions, 195-6; in non-parametric 
problems, 471-2; sequential, 614 footnote. 

Complex contingency tables, see Multi-way 
tables. 

Components of X*, 449-50; in rxc tables, 
574-8. 

Composite hypotheses, 186-223; see Hypo- 
theses, Tests of hypotheses. 

Conditional tests, 217-19. 

Confidence belt, coefficient, 100; see Con- 
fidence intervals. 

Confidence distribution, 102. 


660 


Confidence intervals, generally, 98-133; dis- 
tributions with one parameter, 98-120; 
limits, 99; belt, coefficient, 100; graphical 
representation, 101, 105, 119, 121, 125; 
central and non-central, 102; discon- 
tinuous distributions, 103-5, 118-20; con- 
servative, 103-5; for large samples, 105-8, 
112; nestedness, 107-10; difficult cases, 
108-12, (Example 20.7) 125-7, (Exercise 
28.21) 373; shortest, 114-18; minimum 
average length in large samples, 115-17; 
most selective, 117, 123, 206; and tests, 
117-18, 206; unbiassed, 118, 206; tables 
and charts, 118; distributions with several 
parameters, 120-3; choice of statistic, 123; 
studentized, 123-7; simultaneous inter- 
vals for several parameters, 127-8; when 
range depends on parameter, (Exercises 
20.13-16) 132; problem of two means, 
139-48, (Exercise 21.9) 159; critical dis- 
cussion, 152-4, 158; for a continuous d.f., 
457-8; for a shift in location (non-para- 
metric), 491, (Exercise 31.17) 511; for 
quantiles, 517. 

Confidence limits, 99; see Confidence intervals. 

Confidence regions, 127-8, (Exercise 20.5) 131; 
for a regression, 365-70. 

Consistency in estimation, 3-4, 92 footnote, 262; 
of ML estimators, 39-42, 54, (Example 
18.16) 61, (Exercise 18.35) 74. 

Consistency in tests, 240; of LR tests, 241. 

Constraints, imposed by a hypothesis, 163, 186. 

Contingency, tables, 556; coefficient, 557; see 
Categorized data. 

Continuity corrections, in distribution-free 
tests, 508-9; in 2x 2 tables, 555-6. 

Controlled variables, 408-9. 

Convergence in probability, 3; see Consistency 
in estimation. 

Cornfield, J., tables of studentized maximum 
absolute deviate, 528. 

Corrections, for bias in estimation, 5-7, (Exer- 
cises 17.17-19) 33; to ML estimators for 
grouping, (Exercises 18.24-5) 71-2. 

Correlation, between estimators, 18-19; gener- 
ally, 278-345; and interdependence, 278- 
9, 288; and causation, 279-80; coefficient, 
287-8; computation of coefficient, 
(Examples 26.6-7) 289-92; scatter dia- 
gram, 292; standard errors, 292; estima- 
tion and testing in normal samples, 
293-6; ratios, 296; and linearity of regres- 
sion, 296-8, (Exercise 26.24) 316; com- 
putation of ratio, (Example 26.9) 298; 
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LR tests of coefficient, ratio and linearity 
of regression, 299-301 ; intra-class, 302-4: 
tetrachoric, 304-7; biserial, 307-11; point- 
biserial, 311-12; coefficient increased by 
Sheppard’s grouping corrections, (Exer- 
cise 26.16) 315; attenuation, (Exercise 
26.17) 315; spurious, (Exercise 26.18) 
315; matrix, 317; determinant, 318; see 
also Multiple Correlation, Partial correla- 
tion, Regression. 

Covariance, 283; see Correlation, Regression. 

Cox, C. P., orthogonal polynomials, 360. 

Cox, D. R., estimation of linear relation be- 
tween functions of parameters of inde- 
pendent binomials, (Exercise 17.25) 34; 
every inefficient estimator with zero effi- 
ciency, (Exercises 18.32-3) 74; confidence 
distribution, 102; ARE and maximum 
power loss, 273; regression of efficient on 
inefficient test statistic, (Exercise 25.7) 
277; ARE of simple tests of randomness, 
(Exercises 31.10-12) 510-11; sequential 
procedures for composite Hy, 614; double 
sampling, 619, (Exercises 34.15-17) 623. 

Craig, A. T., completeness of sufficient 
statistics, 191; completeness and inde- 
pendence, (Exercises 23.8-9) 220; LR 
test for rectangular distribution, (Exercise 
24.9) 258; sufficiency in exponential family 
with range a function of parameters, 
(Exercise 24.17) 260. 

Cramér, H., MVB, 9; efficiency and asymptotic 
normality of ML estimators, 43; distribu- 
tion of X* test of fit, 425; test of fit, 451; 
coefficient of association, 557. 

Cramér-Rao inequality, see Minimum Vari- 
ance Bound. 

Creasy, M. A., fiducial paradoxes, 154; con- 
fidence intervals for linear functional rela- 
tion, 388. 

Crime in cities, Ogburn’s data, (Example 27.2) 
331-2. 

Critical region, see Tests of hypotheses. 

Crow, E. L., tables of confidence limits for a 
Proportion, 118. 


Daly, J. F., smallest confidence regions, 128; 
unbiassed LR tests for independence, 245. 
Daniels, H. E., minimization of generalized 
variance by LS estimators, 81; estima- 
tion of a function of the normal correlation 
parameter, 294; coefficients of correlation 
and disarray, 477, 563; joint distribution 
of rank correlations, 481, (Exercise 31.6) 
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510; theorem on correlations, (Exercise 
31.3) 509. 

Dantzig, G. B., no test of normal mean with 
power independent of unknown variance, 
197. 

Darling, D. A., tests of fit, 452, 460; distribu- 
tion of ratio of sum to extreme value, 529- 
30. 

David, F. N., modified MCS estimators, (Exer- 
cise 19.14) 97; charts for the bivariate nor- 
mal correlation parameter, 118, 295; bias 
in testing normal correlation parameter, 
295; runs test to supplement X? test of 
fit, 442, (Exercises 30.7, 30.9) 462-3; 
probability integral transformation with 
parameters estimated, 442, (Exercise 30.10) 
463; “‘ smooth ” tests of fit, 446; biblio- 
graphy of order-statistics, 513. 

David, H. A., tables of studentized extreme 
deviate and of studentized range, 528-9. 

David, S. T., difficult confidence intervals, 109; 
joint distribution of rank correlations, 481. 

Davis, R. C., sufficiency with terminals depend- 
ent on the parameter, 29. 

Decision functions, 620. 

Deemer, W. L., Jr., truncation and censor- 
ing for the exponential distribution, 526, 
(Exercise 32.16) 533. 

Degrees of freedom, of a hypothesis, 163, 186. 

De Groot, M. H., sequential sampling for 
attributes, 614 footnote. 

Den Broeder, G. G., Jr., truncated and cen- 
sored Gamma variates, 527. 

Dependence and interdependence, 278-9. 

Des Raj, truncated and censored Gamma dis- 
tributions, 527. 

Disarray, 477. 

Discontinuities, and confidence intervals, 103- 
5, 118-20; and tests, 166-7; effect on dis- 
tribution-free tests, 508-9; correction in 
2x2 tables, 555-6. 

Dispersion tests, 578-80. 

Distribution-free procedures, tests of fit, 443-4, 
- 451-2; confidence intervals for a continu- 
ous d.f., 457; in general, 469; and non- 
parametric problems, 470; classification 
of, 470-1; construction of tests, 471-2; 
efficiency of tests, 472-3; tests of inde- 
pendence, 473-83, 486-7; tests of random- 
ness, 483-7; two-sample tests, 487-503; 
confidence intervals for a location shift, 
491, (Exercise 31.17) 511; &-sample tests, 
503-6; tests of symmetry, 506-8; tests for 
quantiles, 513-17; confidence intervals for 
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quantiles, 517-18; tolerance intervals, 
518-21; tests for outliers, 530-1; cate- 


gorized data, 536-91; sequential tests, 
619-20. 

Distribution function, sample, 450-1; 
fidence limits for, 457-8. 

Dixon, W. J., Sign test, 514-16; censored nor- 
mal samples, 525; outlying observations, 
528-9. 

Dodge, H. F., double sampling, 607. 

Double exponential (Laplace) distribution, 
ML estimation of mean, (Example 18.7) 
45, (Exercise 18.1) 67; testing against nor- 
mal form, (Example 22.5) 169; Sign test 
asymptotically most powerful for location, 
(Exercise 32.5) 531. 

Double sampling, 607, 618-19, 
34.15-17) 623. 

Downton, F., ordered LS estimation, 87. 

Duncan, A. J., charts of power function for 
linear hypothesis, 253. 

Durbin, J., geometry of LS theory, 80; sup- 
plementary information in regression, 
(Exercises 28.16-18) 372; instrumental 
variables, 398, 407, (Exercise 29.17) 418; 
test of diagonal proportionality in rxr 
table, (Exercise 33.25) 589. 


con- 
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Efficiency in estimation, and correlation be- 
tween estimators, 18-19; definition, 19; 
measurement, 19-21; partition of error in 
inefficient estimator, (Exercise 17.11) 32; 
of ML estimators, 42-6, 54-6; of method 
of moments, 65-7, (Exercises 18.9, 18.17, 
18.20, 18.27-8) 69-73; situation where 
every inefficient estimator has zero effi- 
ciency, (Exercises 18.32-3) 74; and power 
of tests, 171-2, (Exercise 22.7) 185; and 
ARE of tests, 273-4. 

Efficiency of tests, 262-5; see Asymptotic Rela- 
tive Efficiency. 

Eisenhart, C., limiting power function of X? 
test of fit, 436; tables of runs test, (Exer- 
cise 30.8) 463. 

El-Badry, M. A., ML estimation of cell prob- 
abilities in r xc table, (Exercise 33.29) 590. 

Epstein, B., an independence property of the 
exponential distribution, (Exercise 23.10) 
220; censoring in exponential samples, 
526-7, (Exercise 32.17) 533. 

Errors, in LS model, 76; from regression, 322; 
identical, 351; of observation and func- 
tional relations, 375-7; of observation in 
regression, 413-15. 
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Estimates, and estimators, 2. 

Estimation, point, 1-97; interval, 98-160; and 
completeness, 190; see Efficiency in esti- 
mation. 

Estimators, and estimates, 2. 

Exhaustive, 193 footnote. 

Exponential distribution, sufficiency of smallest 
observation for lower terminal, (Example 
17.19) 30; sufficiency when upper ter- 
minal a function of scale parameter, 
(Example 17.20) 30; ML estimation and 
sufficiency when both terminals depend on 
parameters, (Exercise 18.5) 68; grouping 
correction to ML estimator of scale para- 
meter, (Exercise 18.25) 72; ordered LS 
estimation of location and scale para- 
meters, (Exercises 19.11-12) 96-7; con- 
fidence limits for location parameter, 
(Exercise 20.16) 132; UMP tests for loca- 
tion parameter, (Example 22.6) 170; satis- 
fies condition for two-sided BCR, 174; 
UMP test without single sufficient sta- 
tistic, (Examples 22.9-10) 176-8, (Exer- 
cise 22.11) 185; UMP similar one-sided 
tests of composite H, for scale parameter, 
(Example 23.9) 198; independence of two 
statistics, (Exercise 23.10) 220; non- 
completeness and similar regions, (Exer- 
cise 23.15) 221; UMPU test of composite 
H, for scale parameter, (Exercise 23.24) 
222; UMP similar test of composite Hy 
for location parameter, (Exercise 23.25) 
222; LR tests, 245, (Exercises 24.11-13, 
24.16, 24.18) 259-60; test of fit on random 
deviates, (Examples 30.2-4) 432-9, (Exer- 
cise 30.6) 462; truncation and censoring, 
526, (Exercises 32.16-18) 533-4; sequen- 
tial test for scale parameter, (Exercise 
34.14) 622. 

Exponential family of distributions, 12; as 
characteristic form of distribution admit- 
ting sufficient statistics, 26, 28; sufficient 
statistics distributed in same form, (Exer- 
cise 17.14) 33; and completeness, 190-1; 
UMPU tests for, 207-17; with range 
dependent on parameters, (Exercise 24.17) 
260. 

Extreme-value distribution, ML estimation in, 
(Exercise 18.6) 68 


F distribution,, non-central, 252-4. 

Fechner, G. T., early work on rank correlation, 
478. 

Feller, W., similar regions, 188-9, (Exercises 
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23.1-2) 219; distribution of Kolmogorov 
test statistic, 452. 

Fereday, F., linear functional relations in 
several variables, 394, (Exercises 29.6-S: 
416. 

Féron, R., characterization of bivariate nor- 
mality, 353 footnote. 

Fiducial inference, generally, 134-8; in 
“ Student’s ” distribution, 138-9, (Exercise 
21.7) 159; in problem of two means, 1+5- 
50; critical discussion, 152-8; paradoxes, 
154-5; concordance with Bayesian infer- 
ence, 155-7. 

Fiducial intervals, probability, see Fiduciai 
inference. 

Fieller, E. C., difficult confidence intervals, 109, 
126; fiducial paradoxes, 154. 

Finney, D. J., ML estimation in lognormal dis- 
tribution, (Exercises 18.7-9, 18.19-20) 
68-71; truncated binomial distribution, 
527; tables of exact test of independence 
in 2x2 table, 553. 

Fisher, R. A. (Sir Ronald), definition of LF. 
8 footnote; sufficiency, 22; partition of 
error in inefficient estimator, (Exercise 
17.11) 32; ML principle, 35; successive 
approximation to ML estimator, (Example 
18.10) 50; use of LF, 62; ML estimation 
of location and scale parameters, 62; 
efficiency of method of moments, 66, 
(Exercise 18.17) 70, (Exercise 18.27) 72: 
centre of location of Type IV distribution, 
(Exercise 18.16) 70; consistency, 92 foot- 
note, 262; fiducial inference, 134; fiducial 
solution to problem of two means, 149; 
resolution of fiducial paradoxes, 15+: 
fiducial intervals for future observations, 
(Exercise 21.7) 159; exhaustiveness and 
sufficiency, 193 footnote; ancillary sta- 
tistics, 217; non-central y* and F distribu- 
tions, 229, 253; transformation of cor- 
relation coefficient, 295; tests of correla- 
tion and regression, 299; distribution of 
intra-class correlation, 304, (Exercise 
26.14) 315; distribution of partial correla- 
tions, 333; distributions of multiple cor- 
relations, 338-9, (Exercises 27.13-16) 34+: 
orthogonal polynomials, 359-60; test of 
difference between regressions, (Exercise 
28.15) 371; distribution of X? test of fit, 
424, 428, (Exercise 30.1) 462; tests using 
normal scores, 487, 498, 504; test of sym- 
metry, 508; exact treatment of 2 x 2 table, 
550, 552; dispersion tests, 579. 
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Fisher-Yates (two-sample) test, 498-502. 

Fit, see Tests of fit. 

Fix, E., tables of non-central z*, 231; linearity 
of regression, 415; tables of Wilcoxon test, 
494, 

Fourfold table, see 2 x 2 table. 

Fourgeaud, C., characterization of bivariate 
normality, 353 footnote. 

Fox, L., matrix inversion, 78. 

Fox, M., charts of power function for linear 
hypothesis, 253. 

Fraser, D. A. S., tolerance intervals for a nor- 
mal distribution, 130; runs test to supple- 
ment X? test of fit, 442, (Exercise 30.7) 
462; rank tests, 487; tolerance regions, 521. 

Fréchet, M., linear regressions and correlation 
ratios, (Exercise 26.24) 316. 

Freeman, G. H., exact test of independence in 
rxc tables, 559. 

Functional and structural relations, 278; gener- 
ally, 375-418; notation, 375-6; linear, 
376-7; and regression, 376-80; ML esti- 
mation, 379-88, 409; geometrical inter- 
pretation, 385, 410; confidence intervals 
and tests, 388-92; several variables, 392-4; 
use of product-cumulants, 394-7, 410-12; 
instrumental variables, 397-409, 412; useof 
ranks, 405-8; controlled variables, 408-9, 
412-13; curvilinear relations, 409-13. 


Galton, F., data on eye-colour, (Example 
33.2) 541. 

Gambler’s ruin, (Example 34.2) 595. 

Gamma distribution, MVB estimation of scale 
parameter, (Exercise 17.1) 31; sufficiency 
properties, (Exercise 17.9) 32; estimation 
of lower terminal, (Exercise 17.23) 34; 
ML estimation of location and scale para- 
meters, (Example 18.17) 64; efficiency of 
method of moments, (Example 18.18) 66; 
confidence intervals for scale parameter, 
(Exercise 20.1) 130; fiducial intervals for 
scale parameter, (Example 21.2) 137; dis- 
tribution of linear function of Gamma 
variates, (Exercise 21.8) 159; non-exist- 
ence of similar regions, (Exercise 23.2) 
219; completeness and a characterization, 
(Exercise 23.27) 223; connexions with 
rectangular distribution, 236-7; ARE of 
Wilcoxon test, (Exercise 31.18) 512; trun- 
cation and censoring, 527. 

Garwood, F., tables of confidence intervals for 
the Poisson parameter, 118. 

Gauss, C., originator of LS theory, 79, 82. 

uu 
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Gayen, A. K., studies of robustness, 465-8, 
504. 

Geary, R. C., asymptotic minimization of 
generalized variance by ML estimators, 
56; functional and structural relations, 
394, 409, 413, (Exercises 29.2, 29.15) 415- 
17; testing normality, 461; robustness, 
465-7. 

General linear hypothesis, see Linear model. 

Generalized variance, 56; minimized asymp- 
totically by ML estimators, 56; minimized 
in linear model by LS estimators, 81-2. 

Gibson, W. M., estimation of functional rela- 
tion, 404. 

Gilby, W. H., data on clothing and intelligence, 
(Example 33.7) 558. 

Girshick, M. A., decision functions, 620; 
sequential analysis, (Exercises 34.8, 34.9, 
34.20) 621-4. 

Glass, D. V., Durbin’s test of diagonal pro- 
portionality in r x r table, (Exercise 33.25) 
589. 

Goen, R. L., truncated Poisson distribution, 
526, (Exercise 32.19) 534. 

Goheen, H. W., tetrachoric correlation, 307. 

Goodman, L. A., association in categorized 
data, 545, 561, 565-6, (Exercise 33.11) 586. 

Goodness-of-fit, 419; see Tests of fit. 

Gram-Charlier Series, Type A, efficiency of 
method of moments, (Exercise 18.28) 
73. 

Graybill, F. A., quadratic forms in non- 
central normal variates, 229. 

Greenberg, B. G., censored samples, 525-6. 

Greenhouse, S. W., tables of studentized maxi- 
mum absolute deviate, 528. 

Greenwood, M.., data on inoculation, (Example 
33.1) 538. 

Grouping corrections to ML _ estimators, 
(Exercises 18.24-5) 71-2. 

Grundy, P. M., fiducial and Bayesian infer- 
ence, 155; grouped truncated and cen- 
sored normal data, 526. 

Guest, P. G., orthogonal polynomials, 360. 

Guilford, J. P., tetrachoric correlation, 307. 

Gumbel, E. J., choice of classes for X* test of fit, 
432. 

Gupta, A. K., censored normal samples, 525. 

Guttman, I., tolerance intervals, 130. 


H,, hypothesis tested, null hypothesis, 163. 

H,, alternative hypothesis, 163. 

Hader, R. J., censored exponential samples, 
526. 
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Hald, A., truncated normal distribution, 525. 

Haldane, J. B. S., cumulants of a ML estima- 
tor, 46; mean of modified MCS estimator, 
(Exercise 19.14) 97; standard error of X? 
in rxc tables, 560, (Exercise 33.9) 585; 
approximation to X* for 2xc table, 
(Exercises 33.21-2) 588-9. 

Halmos, P. R., sufficiency, 24. 

Halperin, M., ML estimation in censored 
samples, 524, (Exercise 32.15) 533; trun- 
cated normal distribution, 525; Wilcoxon 
test for censored samples, 527; tables of 
studentized maximum absolute deviate, 
528. 

Halton, J. H., exact test of independence in 
rxc tables, 559. 

Hamilton, M., nomogram for tetrachoric cor- 
relation, 307. 

Hammersley, J. M., estimation of restricted 
parameters, (Exercise 18.21-3) 71. 

Hannan, E. J., ARE for non-central z? variates, 
275; regressors, 346. 

Harley, B. I., estimation of a function of normal 
correlation parameter, 294. 

Hartley, H. O., charts of power function for 
linear hypothesis, 253; iterative solution 
of ML equations for incomplete data, 524; 
tables of studentized range, 529. 

Hayes, J. G., matrix inversion, 78. 

Hayes, S. P., Jr., nomogram and tables for 
tetrachoric correlation, 307. 

Healy, M. J. R., comparison of predictors, 
(Exercise 28.22) 374. 

Healy, W. C., Jr., double sampling, 619. 

Hemelrijk, J., power of Sign test, 514 footnote. 

Hodges, J. L., Jr., tables of Wilcoxon test, 494; 
minimum ARE of Wilcoxon test, 497; 
minimum ARE of Sign test, (Exercise 
32.1) 531. 

Hoeffding, W., permutation and normal- 
theory distributions, 475; joint distribu- 
tion of rank correlations, 481; test of inde- 
pendence, 483; optimum properties of 
tests using normal scores, 487, 498; 
asymptotic distribution of expected values 
of order-statistics, 487; distribution of 
Wilcoxon test, 494. 

Hoel, P. G., confidence regions for regression 
lines, 365, 368, 370, (Exercise 28.13) 371. 

Hogg, R. V., completeness of sufficient 
statistics, 191; completeness, sufficiency 
and independence, (Exercises 23.8-9) 220; 
LR tests when range depends on para- 
meter, 236, (Exercises 24.8-9) 258; suffi- 
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ciency in exponential family when range 
a function of parameters, (Exercise 24.17) 
260. 

Hooker, R. H., data on weather and crops, 
(Example 27.1) 329. 

Hotelling, H., estimation of functions of normal 
correlation parameter, 294; variance of 
multiple correlation coefficient, 342; con- 
fidence region for regression line, 365, 
368-9, (Exercise 28.13) 371; comparison 
of predictors, (Exercise 28.22) 374; effi- 
ciency of rank correlation test, 482. 

Hsu, P., power function of test of independence 
in 2x2 tables, 555. 

Hsu, P. L., optimum property of LR test for 
linear hypothesis, 256. 

Huzurbazar, V. S., uniqueness of ML estima- 
tors, 36-7, 52-3; consistency of ML 
estimators, 41; confidence intervals when 
range depends on parameter, (Exercises 
20.13-16) 132. 

Hypotheses, statistical, 161, 186; parametric 
and non-parametric, 162; simple and 
composite, 162-3, 186; degrees of freedom, 
constraints, 163; critical regions and alter- 
native hypotheses, 163-4; null hypothesis, 
163 footnote; see Tests of hypotheses. 

Hyrenius, H., “ Student’s”’ ¢ in compound 
samples, 467. 


Identical categorizations, 536. 

Identical errors, 351. 

Identifiability, (Example 19.9) 86; in struc- 
tural relations, 379-82, 391, 394. 

Incidental parameters, 382. 

Independence, proofs using sufficiency and 
completeness, (Exercises 23.6-10) 219-20; 
and correlation, 278-9; tests of, 473-83; 
and association, 537 footnote; frequencies, 
538-9. 

Information, amount of, 10; matrix, 28. 

Instrumental variables, 397-409. 

Interactions, as components of X?, 581. 

Interdependence, 278-9. 

Interval estimation, 98-160. 

Intra-class correlation, 302-4, (Exercise 26.14) 
315; in multinormal distribution, (Exer- 
cise 27.17) 345. 

Invariant tests, 242, 256; and rank tests, +76, 
483, 492. 

Inversions of order, 478. 

Irwin, J. O., truncated Poisson distribution, 
(Exercises 32.23-4) 535; outlying obser- 
vations, 528; components of X?, 577. 
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Iwaskiewicz, K., tables of power function of 
“* Student’s ” t-test, 255. 


Jackson, J. E., bibliography of sequential 
analysis, 620. 

Jarnes, G. S., tables for problem of two means, 
148, 

Jeffreys, Sir Harold, Bayesian intervals, 150, 
154. 

Jenkins, W. L., nomogram for tetrachoric cor- 
relation, 307. 

Johnson, N. L., non-central t-distribution, 
255; non-central y? and Poisson distribu- 
tions, (Exercise 24.19) 261; probability 
integral transformation with parameters 
estimated, 443, (Exercise 30.10) 463; 
bibliography of order-statistics, 513; SPR 
tests, 603. 

Jonckheere, A. R., k-sample test, 505. 

Jowett, G. H., estimation of functional rela- 
tion, 404. 


k-sample tests, 503-6. 

Kac, M., comparison of X* and Kolmogorov 
tests of fit, 460; tests of normality, 461. 

Kamat, A. R., two-sample test, 503. 

Kasten, E. L., charts for test of independence 
in 2x2 tables, 553. 

Kastenbaum, M. A., hypotheses in multi-way 
tables, 583. 

Katz, M., Jr., minimal sufficiency, 194 footnote. 

Kavruck, S., tetrachoric correlation, 307. 

Kemperman, J. H. B., tolerance regions, 521. 

Kendall, M. G., geometrical interpretation of 
LS theory, 80; estimation of a function of 
normal correlation parameter, 294; linear 
regression with identical observation errors, 
414-15, (Exercise 29.13) 417; distribu- 
tions of rank correlations, 477-81; ties in 
rank correlation, 509; rank measure of 
association, 564-5. 

Keynes, J. M., characterizations of distribu- 
tions by forms of ML estimators, (Exer- 
cises 18.2-3) 67-8. 

Kiefer, J., bounds for estimation variance, 16— 
17; non-existence of a ML estimator, 
(Exercise 18.34) 74; consistency of ML 
estimators, 384, 387; comparison of X* 
and Kolmogorov tests of fit, 460; tests of 
normality, 461. 

Kimball, A. W., computation of X* partitions, 
578. 

Kimball, B. F., ML estimation in extreme- 
value distribution, (Exercise 18.6) 68. 
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Klett, G. W., tables of confidence intervals for 
a normal variance, 118, 204; shortness of 
these intervals, (Exercise 20.10) 131. 

Kolmogorov, A., test of fit, 452-61. 

Kolodzieczyk, S., general linear hypothesis, 249; 
tables of power function of ‘‘ Student’s ” 
t-test, 255. 

Kondo, T., standard error of X* in rx c table, 
560. 

Konijn, H. S., ARE of tests, 267; linear trans- 
formations of independent variates, 482. 

Koopman, B. O., distributions with sufficient 
statistics, 26, 28, (Exercise 17.12) 32; 
single and joint sufficiency, (Exercise 
17.13) 32. 

Kruskal, W. H., linear regressions, correlation 
coefficients and ratios, (Exercise 26.24) 
316; history of rank correlation, 478; Wil- 
coxon test, 493-4, (Exercise 31.15) 511; 
k-sample test, 504; ties, 509; association 
in categorized data, 545, 561, 565-6, 
(Exercise 33.11) 586. 

Kurtic curve, 347. 


Laha, R. G., linearity of regression, 415. 

Lancaster, H. O., continuity corrections when 
pooling X* values, 556; canonical correla- 
tions and transformation to bivariate nor- 
mality, 568-9; components of X%, (Ex- 
ample 33.13) 576, 577, (Exercises 33.15- 
18) 587-8; multi-way tables, (Example 
33.14) 581, 584, (Exercise 33.8) 585, 
(Exercises 33.27-8) 590. 

Laplace transform, 191 footnote. 

Latscha, R., tables of exact test of independ- 
ence in 2 x 2 tables, 553. 

Lawley, D. N., approximations to distribution 
of LR statistic, 233. 

Least Squares (LS) estimators, 75-91, (Exer- 
cises 19.1-8) 95-6; LS principle, 75-6; 
linear model, 76-87; unbiassed, 78; dis- 
persion matrix, 78; MV property, 79-80; 
geometrical interpretation, 80-1; mini- 
mization of generalized variance, 81-2; 
estimation of error variance, 82-3; irrele- 
vance of normality assumption to estima- 
tion properties in linear model, 83; singu- 
lar case, 84-7; ordered estimation of 
location and scale parameters, 87-91, 
(Exercises 19.10-12) 96-7; general linear 
hypothesis, 250; approximate linear re- 
gression, 286-7, 325-6; in linear regression 
model, 354-70; use of supplementary 
information, (Exercises 28.16-18) 372; 
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adjustment for an extra observation, 
(Exercise 28.19) 373; see Linear model, 
Regression. 

Lecam, L., superefficiency, 44. 

Legendre polynomials, 444 footnote. 

Lehmann, E. L., example of absurd unbiassed 
estimator, 5, (Exercise 17.27) 34; optimum 
test property of sufficient statistics, 187; 
completeness, 190; completeness of linear 
exponential family, 191; minimal suffi- 
ciency, 194; problem of two means, 
(Example 23.10) 199; non-similar tests 
of composite H,, 200; unbiassed tests, 
206; UMPU tests for the exponential 
family, 207; non-completeness of Cauchy 
family, (Exercise 23.5) 219; minimal 
sufficiency for binomial and rectangular 
distributions, (Exercises 23.11-12) 220; 
a UMPU test for normal distribution, 
(Exercise 23.16) 220; UMPU tests for 
Poisson and binomial distributions, (Exer- 
cises 23.21-2) 222; a useless LR test, 
(Example 24.7) 246; optimum properties 
of LR tests, 255; asymptotically UMP 
tests for a normal mean, (Example 25.1) 
263; UMP invariant tests for correlation 
and multiple correlation coefficients, 295, 
342; confidence intervals in regression, 
(Exercise 28.20) 373; distribution of X? 
test of fit, 428, 430; completeness of order- 
statistics, 472 footnote; unbiassed rank 
tests of independence, 483; rank tests, 487; 
distribution of Wilcoxon test, 494; con- 
sistency of Wilcoxon test, 495; minimum 
ARE of Wilcoxon test, 497; unbiassed 
two-sample test, 502; tests of symmetry, 
507; optimum properties of Sign test, 
514; minimum ARE of Sign test, (Exer- 
cise 32.1) 531; Sign test asymptotically 
most powerful location test for double 
exponential, (Exercise 32.5) 531; sequen- 
tial completeness, 614 footnote. 

Lehmer, E., tables of power function for linear 
hypothesis, 253. 

Lewontin, R. C., ML estimation of number of 
classes in amultinomial, (Exercise 18.10) 69. 

LF, see Likelihood function. 

Lieberman, G. J., tables of non-central 
t-distribution, 254. 

Life testing, 526. 

Likelihood equation, 36; see Maximum Likeli- 
hood. 

Likelihood function (LF), 8; use of, 62; see 
Maximum Likelihood. 


Likelihood Ratio (LR) tests, normal distribu- 
tion, (Example 22.8) 174; generally, 22+ 
47; and ML, 224-5, 241-2; not necessarily 
similar, 225-6; approximations to distri- 
butions, 227, 230-4; asymptotic distribu- 
tion, 230-1; asymptotic power and tables, 
231-2, 253-4; when range depends on 
parameter, 236-40, (Exercises 24.8-10) 
258-9; properties, 240-7 ; consistency, 231, 
240-1; unbiassedness, 240-2, 245-6, 
(Exercises 24.14-18) 260; other properties, 
245-6; a useless test, (Example 24.7) 246; 
for linear hypotheses, 249-51 ; power func- 
tion, 253-4; optimum properties, 255-6; 
in normal correlation and regression, 299- 
301, 338; of fit, 420-3; of independence in 
2x2 tables, 547-9. 

Lindeberg, J. W., early work on rank correla- 
tion, 478. 

Lindley, D. V., grouping corrections to ML 
estimators, (Exercises 18.24-5) 71-2; con- 
cordance of fiducial and Bayesian infer- 
ence, 155-7, (Exercise 21.11) 160; choice 
of test size, 183; conditional tests, 213; 
inconsistency of ML estimators in func- 
tional relation problem, 384, 386; con- 
trolled variables, 408; observational errors 
and linearity of regressions, 413, 415, 
(Exercises 29.12, 29.14) 417. 

Linear model, 76-87; tests requiring normality 
assumption, 83-4; most general case, 87, 
(Exercises 19.2-3, 19.5) 96; general linear 
hypothesis, 247; canonical form, 248; LR 
statistic in, 249; and LS theory, 250; 
power function of LR test, 253-4; opti- 
mum properties of LR test, 255-6; and 
regression, 354-70; meaning of “ linear,” 
355-6; confidence intervals and tests for 
parameters, 362-5, (Exercises 28.15-22) 
372-4; confidence regions for a regression 
line, 365-70; supplementary information 
in regression, (Exercises 28.16-18) 372; 
adjustment for an extra observation, 
(Exercise 28.19) 373; see Least Squares, 
Regression. 

Linear regression, see Regression. 

Lipps, G. F., early work on rank correlation, 
478. 

Lloyd, E. H., ordered LS estimation of location 
and scale parameters, 87, (Exercise 19.10) 
96. 

Location, centre of, 64. 

Location and scale parameters, ML estimation 
of, 62-4; ML estimators uncorrelated for 
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symmetrical parent, 63-4; LS estimation 
by order-statistics, 87-91, (Exercises 
19.10-12) 96-7; ordered LS estimators 
uncorrelated for symmetrical parent, 89- 
90; no test for location with power in- 
dependent of scale parameter, (Exercise 
23.30) 223; unbiassed invariant tests for, 
242-5, (Exercise 24.15) 260; estimation of, 
in testing fit, 443, 452, (Exercise 30.10) 
463. 

Location-shift alternative, 488. 

Logistic distribution, ML estimation in, (Exer- 
cise 18.29) 73; c.f. and cumulants of order- 
statistics, (Exercise 32.12) 532. 

Lognormal distribution, ML estimation in, 
(Exercises 18.7-9, 18.19-20), 68-71. 

LR, see Likelihood Ratio. 

LS, see Least Squares. 

Lyons, T. C., tetrachoric correlation, 307. 


McKay, A. T., distribution of extreme deviate 
from mean, (Exercise 32.21) 534. 

McKendrick, A. G., estimation in censored 
samples, (Exercise 32.24) 535. 

MacStewart, W., power of Sign test, 515. 

Madansky, A., functional and structural rela- 
tions, 382, 396, 405, (Exercise 29.16) 418. 

Mann, H. B., choice of classes for X? test of fit, 
432, 438-9; unbiassedness of X° test, 434; 
variance of X*, (Exercise 30.3) 462; rank 
correlation test for trend, 483-4, (Exercise 
31.8) 510; Wilcoxon test, 493. 

Maritz, J. S., biserial correlation, 311. 

Marsaglia, G., quadratic forms in non-central 
normal variates, 229. 

Marshall, A. W., tests of fit, 452. 

Massey, F. J., Jr., tables of Kolmogorov’s test 
of fit, 457; power of Kolmogorov test, 459- 
60, (Exercise 30.16) 464. 

Mauldon, J. G., fiducial paradox, 154. 

Maximum Likelihood (ML) estimators, in 
general, 35-74; ML principle, 35; and 
sufficiency, 36, 37, (Example 18.5) 43, 52; 
uniqueness in presence of sufficient sta- 
tistics, 36-7, 52-3; not generally un- 
biassed, (Example 18.1) 38, 42, (Example 
18.11) 53; large-sample optimum proper- 
ties, 38; consistency and inconsistency, 
39-42, 54, (Example 18.16) 61, (Exercise 
18.35) 74, 384, 386; cases of indeterminacy, 
(Example 18.4) 42, (Exercises 18.34—-5) 
74; efficiency and asymptotic normality, 
42-6, 54-6; asymptotic variance equal to 
MVB, 43-4; simplification of asymptotic 
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variance and dispersion matrix in presence 
of sufficiency, 46, 55; cumulants of, 46-8; 
successive approximations to, 48-51; of 
several parameters, 51-60; asymptotic 
minimization of generalized variance, 
55-6; non-identical parents, 60-1; of 
location and scale parameters, 62-5; 
characterization of parents having ML 
estimators of given form, (Exercises 
18.2-3) 67-8; of parameters restricted to 
integer values, (Exercises 18.2-3) 71; cor- 
rections for grouping, (Exercises 18.24—5) 
71-2; example of non-existence, (Exer- 
cise 18.34) 74; example of multiplicity, 
(Exercise 18.35) 74; identifiability prob- 
lem in structural relation, 379-82; choice 
of, in testing fit, 428-30; for truncation and 
censoring problems, 523-4. 

MCS, see Minimum Chi-Square. 

Mean-square-error, estimation by minimizing, 
21-2, (Exercise 17.16) 33. 

Medial correlation, (Exercise 31.7) 510. 

Median, Sign test for, 514-17, (Exercise 32.1) 
531; confidence intervals for, 518, (Exer- 
cise 32.4) 531. 

Mendelian pea data, (Example 30.1) 422. 
Mendenhall, W., censored exponential samples, 
526; bibliography of life testing, 526. 
Merrington, M., power functions of tests of 

independence in 2x2 tables, 555. 

Method of moments, see Moments. 

Miller, L. H., tables of Kolmogorov test of fit, 
457. 

Minimal sufficiency, see Sufficiency. 

Minimum Chi-Square estimators, 92-5; modi- 
fied, 93; asymptotically equivalent to ML 
estimators, (Exercise 19.13) 97; mean and 
variance, (Exercise 19.14) 97. 

Minimum mean-square-error, see Mean-square- 
error. 

Minimum Variance (MV) estimators, 8-19; 
and MVB estimators, 12; unique, 17-18; 
and sufficient statistics, 25-6; among un- 
biassed linear combinations, (Exercise 
17.21) 33, 79-80; and ML estimation, 
37-8, (Exercise 18.13) 70; uniqueness and 
completeness, 190; in truncation and cen- 
soring problems, 524. 

Minimum Variance Bound (MVB), 9; condi- 
tion for attainment, 10; for particular 
problems, (Examples 17.6-10) 10-11; 
MVB estimation and MV estimation, 12; 
improvements to, 12-17; asymptotically 
attained for any function of the parameter, 
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15-16; and sufficiency, 24; smaller than 
variance bound when several parameters 
unknown, (Exercise 17.20) 33; relaxation 
of regularity conditions for, (Exercises 
17.22-3) 33-4; and ML estimation, 36-8, 
43-4, (Exercise 18.4) 68; asymptotic im- 
provements in non-regular cases, (Exer- 
cises 32.8-11) 531-2; in sequential samp- 
ling, 614-15. 

Mises, R. von, test of fit, 451. 

Mitra, S. K., models for the rxc table, 559; 
hypotheses in multi-way tables, 582-3. 

ML, see Maximum Likelihood. 

Moments, method of, efficiency, 65-7, (Exer- 
cises 18.9, 18.17, 18.20, 18.27-8) 69-73. 

Mood, A. M., two-sample tests, 502-3; 
median test of randomness, (Exercise 
31.12) 511; critical values for Sign test, 514. 

Moore, P. G., estimation using best two order- 
statistics, (Exercise 32.14) 533. 

Moran, P. A. P., distribution of multiple cor- 
relation coefficient, 339. 

Moshman, J., double sampling, 619. 

Multinomial distribution, successive approxi- 
mation to a ML estimator, (Example 
18.10) 50; ML estimation of number of 
classes when all probabilities equal, (Exer- 
cise 18.10) 69; as basis of tests of fit, 420- 
30; tests of fit on pea data, (Example 30.1) 
422. 

Multinormal distribution, case where single 
sufficient statistic exists without UMP 
test, (Example 22.11) 179; single sufficient 
statistic for two parameters, (Example 
23.3) 193; unbiassedness of LR tests of 
independence, 245; partial correlation and 
regression, 315-22, 332-3, (Exercises 27.4, 
27.6) 343; invariance of independence 
under orthogonal transformation, 333, 
(Exercise 27.7) 343; multiple correlation, 
338-42; with intra-class correlation matrix, 
(Exercises 27.17-18) 345; limiting value 
of X%, (Exercises 33.7-8) 585. 

Multiple correlation, 334-42; coefficient, 334- 
5; geometrical interpretation, 335-6; 
screening of variables, 336-7; conditional 
sampling distribution in normal case, 337- 
8, (Exercise 27.13) 344; unconditional 
distribution in multinormal case, 338-42, 
(Exercises 27.14-16) 344; unbiassed esti- 
mation in multinormal case, 342. 

Multi-way tables, 580-4. 

Murphy, R. B., charts for tolerance intervals, 
520. 
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MV, see Minimum Variance. 
MVB, see Minimum Variance Bound. 


Nair, K. R., estimation of functional relation, 
404-5; tables of confidence intervals for 
median, 518; distribution of extreme devi- 
ate from sample mean, (Exercise 32.21) 
534; tables of studentized extreme deviate, 
528. 

Narain, R. D., unbiassed LR tests of independ- 
ence, 245. 

Negative binomial distribution, ML estima- 
tion, (Exercises 18.26-7) 72-3; truncated, 
527; sequential sampling for attributes, 
(Example 34.1) 593. 

Neyman, J., consistency of ML estimators, 61. 
384; BAN estimators, 91-3; confidence 
intervals, 98, 111 footnote; most selective 
intervals, 117-18; intervals for upper 
terminal of a rectangular distribution. 
(Exercises 20.3-4) 131; tests of hypotheses, 
161; maximizing power, 165; testing 
simple Hy against simple H,, 166; BCR 
in tests for normal parameters, (Example 
22.8) 175; UMP tests and _ sufficient 
statistics, 177, (Exercise 22.11) 185; 
sufficiency and similar regions, 189; bias 
in test for normal variance, (Example 
23.12) 203; unbiassed tests, 206; suffi- 
ciency, similar regions and independence, 
(Exercises 23.3-4) 219; LR method, 224; 
tables of power function of t-test, 255; 
LR tests in k normal samples, (Exercises 
24.4-6) 257-8; incidental and structural 
parameters, 382; consistent estimation of 
structural relation, 384; consistency of X? 
test of fit, 434; “smooth” test of fit. 
444-6. 

Neyman-Pearson lemma, 166, 169; extension, 
208-9. 

Noether, G. E., confidence intervals for ratio 
of binomial parameters, (Exercise 20.9) 
131; ARE, 265. 

Non-central confidence intervals, 102. 

Non-central F-distribution, 252-4. 

Non-central t-distribution, 254-5. 

Non-central x? distribution, 227-31, (Exercises 
24.1-3) 257, (Exercise 24.19) 261; and 
ARE, 274-5. 

Non-parametric hypotheses, 162; and distribu- 
tion-free methods, 470. 

Normal distribution, estimation of mean, 2, 7; 
MVB for mean, (Example 17.6) 10; MVB 
for variance, (Example 17.10) 11; estima- 


INDEX 


tion efficiency of sample median, (Example 
17.12) 20; estimation efficiency of sample 
mean deviation, (Example 17.13) 21; 
sufficiency in estimating mean and vari- 
ance, (Example 17.17) 27; bounds for 
variance in estimating standard deviation, 
(Exercise 17.6) 32; MV unbiassed estima- 
tion of square of mean, (Exercise 17.7) 32; 
minimum mean-square-error estimation 
of variance, (Exercise 17.16) 33; ML 
estimator of mean unbiassed, (Example 
18.2) 38; ML estimator of standard devia- 
tion, (Example 18.8) 46; ML estimation 
of mean and variance, (Examples 18.11, 
18.13) 53, 56; MV linear combination by 
ML, (Exercise 18.13) 70; estimation of 
mean restricted to integer values, (Exer- 
cises 18.21-3) 71; grouping corrections to 
ML estimators of mean and variance, 
(Exercise 18.25) 72; ML estimation of 
common mean of populations with differ- 
ent variances, (Exercise 18.30) 73; ML 
estimation of mean functionally related to 
variance, (Exercise 18.31) 73; non-exist- 
ence of a ML estimator, (Exercise 18.34) 
74; confidence intervals for mean, (Ex- 
amples 20.1, 20.3, 20.5) 100, 106, 110; 
confidence intervals for variance, (Ex- 
ample 20.6) 113, (Exercise 20.6) 131, 
(Exercise 20.10) 131, (Exercise 23.18) 221; 
tables of confidence intervals for variance 
and for ratio of two variances, 118; con- 
fidence intervals for mean with variance 
unknown, 123-5; confidence intervals for 
ratio of two means, (Example 20.7) 125; 
confidence regions for mean and variance, 
(Exercise 20.5) 131; confidence intervals 
for ratio of two variances, (Exercise 20.7) 
131; fiducial intervals for mean, (Example 
21.1) 136; fiducial intervals for mean with 
variance unknown, 138-9; confidence and 
fiducial intervals for problem of two 
means, 139-50, (Exercises 21.4-5, 21.9-10) 
159-60, (Example 23.10) 199, (Example 
23.16) 215, (Example 24.2) 226; Bayesian 
intervals, 150-2; testing simple H, for 
mean, (Examples 22.21-3) 164-8, 172-3, 
(Examples 22.12-14) 180-4, (Exercise 
22.12) 185, (Example 23.11) 201, 202, 212, 
(Examples 25.1-5) 263-74; testing normal 
against double exponential form, (Example 
22.5) 169; testing various hypotheses for 
mean and variance, (Example 22.8) 174; 
testing simple H, for variance, (Exercises 
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22.3, 22.5) 184-5, 212; non-existence of 
similar regions, (Example 23.1) 188; test- 
ing composite H, for mean, (Example 
23.7) 196, 206, (Example 23.14) 213, 
(Example 24.1) 225; testing composite Hy 
for difference between two means, vari- 
ances equal, (Example 23.8) 197, (Example 
23.15) 214; testing composite H, for vari- 
ance, (Examples 23.12-14) 202, 205, 212, 
(Exercise 23.13) 221, (Examples 24.3, 
24.5) 231, 241; testing composite H, for 
linear functions of differing means, and for 
common variance, (Example 23.15) 214, 
(Exercise 23.19) 222; testing composite 
H, for weighted sum of reciprocals of 
differing variances, (Example 23.16) 214; 
testing composite Hy for variance-ratio, 
(Example 23.16) 214, (Exercises 23.14, 
23.17-18) 221 ; proofs of independence pro- 
perties using completeness, (Exercises 23.8— 
9) 220; “‘peculiar” UMPU tests, (Exercises 
23.16, 23.21) 221-2; minimality and single 
sufficiency, (Exercise 23.31) 223; testing 
equality of several variances, (Examples 
24.4, 24.6) 234, 244, (Exercises 24.4, 24.7) 
257-8; in general linear hypothesis, 248- 
56; tables of power function of t-test, 255; 
LR tests for k samples, (Exercises 24.4-6) 
257-8; asymptotically most powerful tests 
for the mean, (Example 25.1) 263; ARE 
of sample median, (Examples 25.2, 25.4-5) 
267, 271, 274; data on functional relation, 
(Examples 29.1-7) 387, 390, 396, 400, 
405-7 ; failure of product-cumulant method 
in estimating functional relation, 395-7, 
411; testing normality, 419, 461; choice 
of classes for X* test, 431; ‘‘ smooth ” test 
for mean, (Example 30.5) 447; robustness 
of tests, 465-8; use of normal scores in 
tests, 486-7; choice of two-sample test, 
488, 491; ARE of Wilcoxon and Fisher- 
Yates tests, 497, 501; paired t-test, 507; 
truncation and censoring, 525-6; criteria 
for rejecting outlying observations, 528-9; 
estimation using best two order-statistics, 
(Exercise 32.14) 533; distribution of ex- 
treme deviate from sample mean, (Exer- 
cise 32.21) 534; sequential test of simple 
H, for mean, (Examples 34.8, 34.10) 608, 
610; sequential tests for variance, (Ex- 
ample 34.9) 608, (Exercises 34.18-20) 624; 
sequential t-test, 612-14; sequential esti- 
mation of mean, (Example 34.12) 617; 
double sampling for the mean, 618-19; 
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distribution of sample size in sequential 
sampling, (Exercises 34.12-13) 622; see 
also Bivariate normal, Multinormal. 
Normal scores, expected values of order- 
statistics in normal samples, 486-7. 
Norton, H. W., interaction in multi-way 
tables, 584. 
Null hypothesis, 613 footnote. 


OC, operating characteristic, 597-8. 

Ogburn, W. F., data on crime in cities, 
(Example 27.2) 331. 

Olkin, I., unbiassed estimation of normal cor- 
relation parameter, 294-5; unbiassed esti- 
mation of multiple correlation coefficient, 
342. 

Operating characteristic, 597-8. 

Order-statistics, in LS estimation of location 
and scale parameters, 87-91; and similar 
regions, 188; completeness, 472; use of 
normal scores, 486-7; asymptotic distribu- 
tion of expected values, 487; Sign test for 
quantiles, 513-17; confidence intervals 
for quantiles, 517-18; tolerance intervals, 
518-21; in point estimation, 521-2; trun- 
cation and censoring, 522-7; outlying 
observations, 527-30; estimation of quan- 
tiles, (Exercise 32.13) 532. 

Ordered alternative, for k-sample test, 506. 

Ordered categorization, 536. 

Ordered r x c tables, 561-74. 

Orthogonal, regression analysis, 356; poly- 
nomials in regression, 356-62, (Exercise 
28.23) 374; Legendre polynomials, 444 
footnote. 

Outlying observations, 527-30, (Exercise 32.21) 
534. 

Overidentification, 381, 391. 


Pabst, M. R., efficiency of rank correlation test, 
482. 

Pachares, J., tables of confidence limits for the 
binomial parameter, 118; tables of the 
studentized range, 529. 

Page, E. S., sequential test in the exponential 
distribution, (Exercise 34.14) 622. 

Paired t-test, 507. 

Parameter-free tests of fit, 443-4, 452, 461, 
(Exercise 30.10) 463. 

Parametric hypotheses, 162. 

Partial association, 541-5, 580-4. 

Partial correlation and regression, 317-33; 
partial correlation, 317; linear partial re- 
gression, 321; relations between quantities 
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of different orders, 322-5, (Exercises 27. 
1-3, 27.5) 343; approximate linear partial 
regression, 325-6; estimation of popula- 
tion coefficients, 327; geometrical interpre- 
tation, 327-9; computations, (Examples 
27.1-2) 329-32; sampling distributions, 
332-3. 

Partitions of X*, 449-50; in 7 xc tables, 574-8. 

Patnaik, P. B., non-central x* and F distribu- 
tions, 229, 231, 253-4, (Exercise 24.2) 257; 
variance of X?, (Exercise 30.5) 462; power 
function of test of independence in 2 x 2 
tables, 555. 

Paulson, E., LR tests for exponential distribu- 
tions, 245, (Exercises 24.16, 24.18) 260. 

Pearson, E. S., charts of confidence intervals 
for the binomial parameter, 118; tests of 
hypotheses, 161; maximizing power, 165; 
testing simple Hy against simple H,, 166; 
BCR in tests for normal parameters, 
(Example 22.8) 175; UMP tests and suffi- 
cient statistics, 177; choice of test size, 
183; UMP test and sufficiency in exponen- 
tial distribution, (Exercise 22.11) 185; bias 
in test for normal variance, (Example 
23.12) 203; unbiassed tests, 206; LR 
method, 224; charts of power function for 
linear hypothesis, 253; LR tests in k nor- 
mal samples, (Exercises 24.4-6) 257-8; 
“ smooth ” tests of fit, 445, (Exercise 30.12) 
463; studies of robustness, 465; rejection 
of outlying observations, 529; tables of 
studentized range, 529; models for 2x2 
tables, 550; power functions of tests in 
2x2 tables, 555. 

Pearson, K., development of correlation theory, 
279; tetrachoric correlation, 306; biserial 
correlation, (Table 26.7) 307, 309, 310; 
X®* test of fit, 420; estimation using best 
two order-statistics, (Exercise 32.14) 533; 
coefficient of contingency, 557; standard 
error of X* in rx c tables, 560; multi-way 
tables, 580, (Exercise 33.7) 585. 

Permutation tests, 472. 

Pillai, K. C. S., tables of studentized extreme 
deviate, 528. 

Pitman, E. J. G., distributions possessing suffi- 
cient statistics, 26, 28, 29; confidence 
intervals for ratio of variances in bivariate 
normal distribution, (Exercise 20.19) 133; 
sufficiency of LR on simple Ho, (Exer- 
cise 22.13) 185; unbiassed invariant tests 
for location and scale parameters, 242. 
(Exercise 24.15) 260; ARE, 265; ARE of 
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Sign test, (Exercise 25.2) 276, 516; ARE of 
Wilcoxon test, (Exercises 25.3-4) 276-7, 
496, (Exercise 31.22) 512; test of inde- 
pendence, 474; two-sample test, 488-91; 
consistency of Wilcoxon test, 495, (Exer- 
cise 31.16) 511. 

Plackett, R. L., on origins of LS theory, 79; 
LS theory in the singular case, 84, (Exer- 
cises 19.6-8) 96; most general linear 
model, (Exercise 19.2) 96; simplified esti- 
mation in censored samples, 524; censored 
normal samples, 525; truncated Poisson 
distribution, 526, (Exercise 32.20) 534; 
cf. and cumulants of logistic order- 
statistics, (Exercise 32.12) 532; estimation 
of quantiles, (Exercise 32.13) 532. 

Point-biserial correlation, 311-12, (Exercise 
26.5) 513. 

Point estimation, 1-97. 

Poisson distribution, MVB for parameter, 
(Example 17.8) 11; no unbiassed esti- 
mator of reciprocal of parameter, (Exercise 
17.26) 34; absurd unbiassed estimator in 
truncated case, (Exercise 17.27) 34; MCS 
estimation, (Example 19.11) 93, (Exer- 
cises 19.16-17) 97; confidence intervals, 
(Example 20.4) 106-8; tables of confidence 
intervals, 118; testing simple Ho, (Exer- 
cise 22.1) 184, 212; UMPU tests for differ- 
ence between two Poisson parameters, 
(Exercise 23.21) 222; and non-central x? 
distribution, (Exercise 24.19) 261; trunca- 
tion and censoring, 526, (Exercises 32.19- 
20, 32.22-4) 534-5; dispersion test, 579- 
80; sequential estimation, (Example 34.13) 
618. 

Polynomial regression, 356-62. 

Polytomy, 545. 

Power of a test, 164-5; function, 180; see 
Tests of hypotheses. 

Pratt, J. W., unbiassed estimation of normal 
correlation parameter, 294-5; unbiassed 
estimation of multinormal multiple cor- 
relation, 342. 

Prediction intervals, 363. 

Probability integral transformation, in tests of 
fit, 443, 451, (Exercise 30.10) 463. 

Prout, T., see Lewontin, R. C. 

Przyborowski, J., confidence limits for the 
Poisson parameter, 118. 

Putter, J., treatment of ties, 509. 


Quantiles, tests and confidence intervals for, 
513-18. 
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Quenouille, M. H., non-existence of unbiassed 
estimator, 5, (Exercise 17.26) 34; correc- 
tions for bias, 5-7, (Exercises 17.17-18) 
33; resolution of fiducial paradoxes, 154; 
random exponential deviates, (Example 
30.2) 432; partitions of X*, 578. 


Ramachandran, K. V., tables of confidence 
limits for normal variances, 118, 204, 
(Exercise 23.17) 221. 

Randomness, tests of, 483-7. 

Ranks, as instrumental variables, 405-8, (Exer- 
cises 29.9-10) 416. 

Rank tests, 476; using rank correlation coeffi- 
cients, 476-86; for two- and k-sample 
problems, 492, 506; independence of 
symmetric functions, (Exercise 32.2) 531. 

Rao, C. R., MVB, 9, (Exercise 17.20) 33; 
sufficiency and MV estimation, 25, 28; 
MCS estimation, 93. 

Ratio, confidence intervals for, see particular 
distributions. 

Rectangular distribution, sufficiency of largest 
observation for upper terminal, (Example 
17.16) 24; sufficiency when both terminals 
depend on parameter, (Examples 17.18, 
17.21-3) 29-31; ML estimator of ter- 
minal biassed, (Example 18.1) 38; a ML 
estimator a function of only one of a pair 
of sufficient statistics, (Example 18.5) 43; 
ML estimation of both terminals, (Ex- 
ample 18.12) 54; ordered LS estimation of 
location and scale, (Example 19.10) 90; 
confidence intervals for upper terminal, 
(Exercises 20.2-4, 20.15) 131-2; UMP 
one-sided tests of simple Hy for location 
parameter, (Exercise 22.8) 185; minimal 
sufficiency, (Exercise 23.12) 220; power 
of conditional test, (Exercise 23.23) 222; 
UMP test of composite Hy for location 
parameter, (Exercise 23.26) 222; con- 
nexions with x? distribution, 236-7; LR 
test for location parameter, (Exercise 24.9) 
258; LR test for scale parameter, (Exercise 
24.16) 620; ARE of Wilcoxon two-sample 
test, (Exercise 31.22) 512; asymptotic 
variance bound for mean, (Exercise 32.10) 
532. 

Regression, and dependence, 278-9; curves, 
281-2; and covariance, 283-4; linear, 
284-7; coefficients, 285; equations, 285; 
computation, (Examples 26.6-7) 289-92; 
scatter diagram, 292; standard errors, 292- 
3; tests and independence tests, 296; 
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linearity and correlation coefficient and 
ratios, 296-9; LR test of linearity, 299- 
301; generally, 346-74; analytical theory, 
346-54, (Exercises 28.1-5) 370; criteria 
for linearity, 350-2; general linear model, 
354-70; orthogonal, 356-62, (Example 
28.4) 364, (Exercise 28.23) 374; confidence 
intervals and tests for parameters, 362-5, 
(Exercises 28.15-22) 372-4; confidence 
region for a regression line, 365-70; test 
of difference between coefficients, (Exer- 
cise 28.15) 371; use of supplementary in- 
formation, (Exercises 28.16-18) 372; 
graphical fitting, (Exercise 28.19) 373; 
adjustment for an extra observation, (Exer- 
cise 28.20) 373; and functional relations, 
376-7, 378-9, 380; and controlled vari- 
ables, 408-9; effect of observational errors, 
413-15; see alsoCorrelation, Least Squares, 
Linear model, Multiple correlation, Par- 
tial correlation and regression. 

Regressor, 346. 

Residuals, 322 footnote. 

Resnikoff, G. J., tables of non-central t-distri- 
bution, 254. 

Restricted parameters, ML estimation of, 
(Exercises 18.21-3) 71. 

Ricker, W. E., tables of confidence intervals for 
the Poisson parameter, 118. 

Rider, P. R., truncated distributions, 527. 

Robbins, H., variance bounds for estimators, 
17; estimation of normal standard devia- 
tion, (Exercise 17.6) 32; distribution of 
“* Student’s ” ¢ when means of observa- 
tions differ, 467; tolerance intervals and 
order-statistics, 519. 

Robson, D. S., orthonormal polynomials, 
(Exercise 28.23) 374. 

Robustness, 465~9. 

Romig, H. G., double sampling, 607. 

Roy, A. R., choice of classes for X? test, 431. 

Roy, K. P., asymptotic distribution of LR 
statistic, 231. 

Roy, S. N., simultaneous confidence intervals, 
128; models for the r xc table, 559; hypo- 
theses in multi-way tables, 582-3. 

Runs test, (Exercises 30.7-9) 462-3, 502. 

Rushton, S., orthogonal polynomials, 360. 


Sample d.f., 450-1. 

Sampling variance, as criterion of estimation, 7; 
see Minimum Variance estimators. 

Sarhan, A. E., ordered LS estimation of loca- 
tion and scale parameters, (Exercises 
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19.11-12) 96-7, (Exercise 32.18) 534; cen- 
sored normal samples, 525; censored 
exponential samples, 526. 

Savage, I. R., Fisher-Yates two-sample test, 
498, 501; independence of symmetric and 
rank statistics, (Exercise 32.2) 531. 

Savage, L. J., sufficiency, 24. 

Saw, J. G., censored normal samples, 526. 

Scale parameters, see Location and scale para- 
meters. 

Scale-shift alternative, 503. 

Scatter diagram, 292. 

Scedastic curve, 347. 

Scheffé, H., problem of two means, 141-6, 148, 
(Example 23.10) 199; linear function of 
7? variates, (Exercise 21.8) 159; complete- 
ness, 190; completeness of the linear 
exponential family, 191; minimal suffi- 
ciency, 194; unbiassed tests, 206; UMPU 
tests for the exponential family, 207; non- 
completeness of Cauchy family, (Exercise 
23.5) 219; minimal sufficiency for bi- 
nomial and rectangular distributions, 
(Exercises 23.11-12) 220; peculiar UMPU 
test for normal distribution, (Exercise 
23.16) 220; unbiassed confidence interval 
for ratio of normal variances, (Exercise 
23.18) 221; UMPU tests for Poisson and 
binomial distributions, (Exercises 23.21-2) 
222; controlled variables, 409, 413; com- 
pleteness of order-statistics, 472 footnote; 
tolerance regions, 521. 

Scott, E. L., consistency of ML estimators, 61, 
384; incidental and structural parameters. 
382. 

Seal, H. L., runs test as supplement to X° test 
of fit, 442, (Exercise 30.7) 462. 

Seelbinder, B. M., double sampling, 619. 

Sequential methods, 592-624; for attributes, 
(Exercise 18.18) 70, 592-607; closed, 
open, and truncated schemes, 597; tests 
of hypotheses, 597; OC, 597-8; ASN, 
598-9; SPR tests, 599-611, (Exercises 
34.4, 34.7-11) 621-2; stopping rules, 
rectifying inspection and double sampling 
in applications, 607; efficiency, 609-11; 
composite hypotheses, 611-14; sequential 
t-test, 612-14; estimation, 614-18, (Exer- 
cises 34.5-6) 621; double sampling, 607. 
618-19, (Exercises 34.15-17) 623; distri- 
bution-free, 619-20. 

Shaw, G. B., on correlation and causality, 279. 

Shenton, L. R., efficiency of method of 
moments, (Exercise 18.23) 73. 
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Shrivastava, M. P., estimation of functional 
relation, 404. 

Siegel, S., two-sample test against scale-shift, 
503. : 

Sign test, ARE, (Exercises 25.1-2) 276; 513- 
17; sequential, 619. 

Significance level, 163 footnote. 

Significance tests, see Tests of hypotheses. 

Silverstone, H., MVB, 9; comparison of BAN 
estimators, 95. 

Similar regions, similar tests, 187-8; see Tests 
of hypotheses. 

Simple hypotheses, 161-85; see Hypotheses, 
Tests of hypotheses. 

Size of a test, 163; choice of, 182-4. 

Smirnov, N. V., test of fit, 451; tables of 
Kolmogorov test of fit, 457; one-sided test 
of fit, 457; two-sample test, 502. 

Smith, C. A. B., moments of X* in ar xc table, 
(Exercise 33.9) 585. 

Smith, J. H., ML estimation of cell prob- 
abilitiesin ar x c table, (Exercise 33.29) 590. 

Smith, K., MCS estimation in the Poisson dis- 
tribution, (Example 19.11) 94. 

Smith, S. M., cumulants of a ML estimator, 46. 

Smith, W. L., truncation and sufficiency, 522. 

“* Smooth ” tests of fit, 444-50. 

Sobel, M., an independence property of the 
exponential distribution, (Exercise 23.10) 
220; censoring in exponential samples, 
526-7, (Exercise 32.17) 533. 

Soper, H. E., standard error of biser‘al cor- 
relation coefficient, 310-11. 

SPR tests, sequential probability ratio rests, 
599-611, (Exercises 34.4, 34.7-11) 621-2. 

Statistical relationship, 278. 

Stein, C., estimation of restricted parameters, 
(Exercise 18.23) 71; non-similar tests of 
composite H», 200; a useless LR test, 
(Example 24.7) 246; tests of symmetry, 
507; SPR tests, 600; sequential complete- 
ness, 614 footnote; double sampling, 618- 
19. 

Stephan, F. F., ML estimation of cell prob- 
abilities in a r x c table, (Exercise 33.29) 590. 

Sterne, T. E., confidence intervals for a pro- 
portion, 118. 

Stevens, W. L., confidence intervals in the dis- 
continuous case, 119; fiducial intervals for 
binomial parameter, (Exercise 21.3) 158; 
runs test, (Exercise 30.8) 463. 

Stochastic convergence, 3; see Consistency in 
estimation. 

Structural parameters, 382-3. 
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Structural relationship, see Functional and 
structural relations. 

Stuart, A., estimation of normal correlation 
parameter, (Exercise 18.12) 70; ARE and 
maximum power loss, 273; intra-class cor- 
related multinormal distribution, (Exer- 
cises 27.18-19) 345; critical region for X* 
test of fit, 422; joint distribution of rank 
correlations, 481; ARE of tests of random- 
ness, 487, (Exercises 31.10-12) 510-11; 
correlation between ranks and variate- 
values, (Exercises 31.13-14) 511; testing 
difference in strengths of association, 565; 
test of identical margins in r xr tables, 
(Exercise 33.24) 589. 

“ Student” (W. S. Gosset), studentization, 
124; outlying observations, 528. 

Studentization, 123-5, (Example 20.7) 125-7. 

Studentized extreme deviate, 528. 

Studentized maximum absolute deviate, 529. 

Studentized range, 529. 

Sufficiency, generally, 22-31; definition, 22-3; 
factorization criterion, 23; and MVB, 24; 
functional relationship between sufficient 
statistics, 25; and MV estimation, 25-6; 
distributions possessing sufficient statis- 
tics, 26-7; for several parameters, 27-8; 
when range of parent depends on para- 
meter, 28-31, (Exercise 24.17) 260; single 
and joint, 27, (Exercises 17.13, 17.25) 32, 
34; distribution of sufficient statistics for 
exponential family, (Exercise 17.14) 33, 
(Exercise 24.17) 260; and ML estimation, 
36-7, (Example 18.5) 43, 52-3; and BCR 
for tests, 170, 177-80, (Exercises 22711, 
22.13) 185; optimum test property of 
sufficient statistics, 187; and similar 
regions, 189-90, 195-6; minimal, 193-5, 
(Exercise 23.31) 223; ancillary statistics 
and quasi-sufficiency, 217; independence 
and completeness, (Exercises 23.6-7) 219; 
and LR tests, 245; and truncation, 522. 

Sufficient statistics, see Sufficiency. 

Sukhatme, B. V., two-sample tests against 
scale-shift, 503. 

Sukhatme, P. V., LR tests for & exponential 
distributions, (Exercises 24.11-13) 259-60. 

Sundrum, R. M.., estimation efficiency and 
power, 171, (Exercise 22.7) 185; power of 
Wilcoxon test, 498. 

Superefficiency, 44. 

Supplementary information, in regression, 
(Exercises 28.16-18) 372; instrumental 
variables, 397-408. 
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Swed, F. S., tables of runs test, (Exercise 30.8) 
463. 

Symmetrical distributions, ML estimators of 
location and scale parameters uncor- 
related, 63-4; ordered LS estimators of 
location and scale parameters uncorre- 
lated, 89-90; condition for LS estimator 
of location parameter be sample mean, 
(Exercise 19.10) 96; ARE of Sign test, 
515-16, (Exercise 32.1) 531; tests of sym- 
metry, 506-8. 

Symmetry tests, 506-8. 


Taguti, G., tables of normal tolerance limits, 
130. 

Tang, P. C., non-central F distribution and 
tables of power function for linear hypo- 
thesis, 253-4; non-central z* distribution, 
(Exercise 24.1) 257. 

Tate, R. F., tables of confidence intervals for 
a normal variance, 118, 204; shortness of 
these intervals, (Exercise 20.10) 131; bi- 
serial and point-biserial correlation, 311- 
12, (Exercises 26.10-12) 313-14; trun- 
cated Poisson distribution, 526, (Exer- 
cise 32.19) 534. 

Terpstra, T. J., k-sample test, 506. 

Terry, M. E., Fisher-Yates tests using normal 
scores, 487, 498. 

Tests of fit, 419-64; LR and Pearson tests for 
simple Ho, 420-3; X? notation, 421 foot- 
note; composite Ho, 423-30; choice of 
classes for X*test,430-3,437-40; moments 
of X® statistic, 433-4, (Exercises 30.3, 
30.5) 462; consistency and unbiassedness 
of X?* test, 434-6; limiting power of X* 
test, 436-7; use of signs of deviations, 
441-2, (Exercises 30.7-9) 462-3; other 
tests than X*, 442-61; “‘ smooth ” tests, 
444-50; connexion between X* and 
“ smooth ” tests, 449; components of X?, 
449-50; tests based on sample d.f., 450- 
61; Smirnov test, 451-2; Kolmogorov 
test, 452-61; comparison of XX? and 
Kolmogorov tests, 459-60; tests of nor- 
mality, 461. 

Tests of hypotheses, 161-277; and confidence 
intervals, 117-18, 206; size, 163, 182-4; 
power, 164-5, 180-1; BCR, 165; simple 
H, against simple H,, 166; randomization 
in discontinuous case, 166; BCR and suf- 
ficient statistics, 170, 177-80; power and 
estimation efficiency, 171-2, (Exercise 22.7) 
185; simple H, against composite H,, 172; 
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UMP tests, 172; no UMP test generally 
against two-sided H,, 173-4; UMP tests 
with more than one parameter, 174-80. 
(Exercise 22.11) 185; one- and two-sided 
tests, 181-2; optimum property of sufhi- 
cient statistics, 187; similar regions and 
tests, 187-90, 195-200, 205-6; exist- 
ence of similar regions, 188-9, (Exercises 
23.1-3) 219, (Exercise 23.29) 223; similar 
regions, sufficiency and bounded com- 
pleteness, 189-90, 195-200; most powerful 
similar regions, 196; non-similar tests of 
composite H,, 200; bias in, 200; un- 
biassed tests and similar tests, 205; older 
terminology, 206; UMPU tests for the 
exponential family, 207-17; ancillary sta- 
tistics and conditional tests, 217-19; LR 
tests, 224-47; unbiassed invariant tests for 
location and scale parameters, 242-5, 
(Exercise 24.15) 260; general linear hypo- 
thesis, 249-56; comparison of, 262-77: 
sequential, 597-614, 618-20; see also 
Asymptotic relative efficiency, Hypotheses. 
Likelihood Ratio tests. 

etrachoric correlation, 304-7; series, 306, 
(Exercises 26.5-6) 313; series and canoni- 
cal correlations, 570. 

Theil, H., estimation of functional relation, 
404, 405, (Exercises 29.9-10) 416. 

Thompson, W. R., confidence intervals for 
median, 518; outlying observations, 529. 

Tienzo, B. P., studentized extreme deviate, 
528. 

Ties, and distribution-free tests, 508-9. 

Tingey, F. H., one-sided test of fit, 458. 

Tocher, K. D., optimum exact test for 2 x2 
tables, 554. 

Todhunter, I., Arbuthnot’s use of Sign test, 
513 footnote. 

Tokarska, B., tables of power function of 
“* Student’s ” t-test, 255. 

Tolerance intervals, for a normal distribution, 
128-30, (Exercises 20.20-2) 133; distribu- 
tion-free, 518-21, (Exercises 32.6-7) 531. 

Tolerance regions, 521. 

Transformations, of functional relations to 
linearity, 413; to normality, 469. 

Trend, 483. 

Trickett, W. H®, tables for problem of two 
means, 148. 

Truncated distributions, 522-7. 

Truncated sequential schemes, 593. 

Tschuprow, A. A., coefficient of association, 
557. 
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Tukey, J. W., fiducial paradox, 154; two- 
sample test against scale-shift, 503; toler- 
ance regions, 521; truncation and suffi- 
ciency, 522; outlying observations, 529. 

‘T'wo means problem, see Normal distribution. 

"T'wo-sample tests, 487-503. 

2 x 2 tables, association in, 536-41, (Exercises 
33.1-2) 584; partial association, 541-5; 
probabilistic interpretation of measures, 
545-7 ; large-sample tests of independence, 
547-9; exact test of independence for 
different models, 549-55; continuity cor- 
rection, 555-6, (Exercise 33.5) 584; com- 
ponents of X* in 2x2x2 tables, 580, 
(Exercises 33.27-8) 590; test of identical 
margins in 2° tables, (Exercise 33.30) 590. 

‘Type A, A,, B, B,, C tests, 206. 

Type A contagious distribution, ML and 
moments estimators, (Exercise 18.28), 73. 

Type I, Type II censoring, 522-3. 

‘Type IV (Pearson) distribution, centre of loca- 
tion and efficiency of method of moments, 
(Exercises 18.16-17) 70. 


UMP, uniformly most powerful, 172. 

UMPU, uniformly most powerful unbiassed, 
202. 

Unbiassed estimation, 4-5; see Bias in estima- 
tion. 

Unbiassed tests, 202; and similar tests, 205. 

Uniform distribution, see Rectangular distribu- 
tion. 

Uniformly most powerful (UMP), 172; see 
Tests of hypotheses. 

Uniformly most powerful unbiassed (UMPU), 
202; see Tests of hypotheses. 


Van der Vaart, H. R., Wilcoxon two-sample 
test, 495, 498. 

Van der Waerden, B. L., two-sample test, 503. 

Van Yzeren, J., estimation of functional rela- 
tion, 404. 

Variance, generalized, see Generalized vari- 
ance. 

Variance, lower bounds to, see Minimum 
Variance Bound. 

Votaw, D. F., Jr., truncation and censoring for 
the exponential distribution, 526, (Exer- 
cise 32.16) 533. 


Wald, A., consistency of ML estimators, 41; 
asymptotic normality of ML estimators, 
54; tolerance intervals for a normal dis- 
tribution, 128-30; problem of two means, 
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148; asymptotic distribution of LR statis- 
tic, 231; test consistency, 240, 262; opti- 
mum property of LR test of linear hypo- 
thesis, 256; asymptotically most powerful 
tests, 263; estimation of functional rela- 
tion, 399-401, (Exercises 29.4-5) 415-16; 
choice of classes for X* test of fit, 432, 
438-9; unbiassedness of X? test of fit, 
434; one-sided test of fit, 457; variance of 
X® statistic, (Exercise 30.3) 462; runs 
test, (Exercise 30.8) 463, 502; tolerance 
regions, 521; sequential methods, 599- 
603, 609, 611-12, (Exercises 34.3-4, 34.7, 
34.11-13, 34.18-19) 620-4. 

Wallace, D. L., asymptotic expansions in prob- 
lem of two means, 148. 

Wallis, W. A., tolerance limits, 130, (Exercise 
28.14) 371; Wilcoxon test, 493-4, (Exer- 
cise 31.15) 511; &-sample test, 504; treat- 
ment of ties, 509. 

Walsh, J. E., measure of test efficiency, 275; 
effect of intra-class correlation on 
“ Student’s ”’ t-test, (Exercise 27.17) 345; 
power of Sign test, 516; censored normal 
samples, 526; outlying observations, 530. 

Watson, G. S., problem of two means, (Ex- 
ample 23.10) 200; non-completeness and 
similar regions, (Exercise 23.15) 221; dis- 
tribution of X? test of fit, 425, (Exercise 
30.2) 462; choice of classes for X? test of 
fit, 450. 

Weather and crops, Hooker’s data, (Example 
27.1) 229-31. 

Welch, B. L., problem of two means, 146-8; 
power of conditional tests, 217-18, (Exer- 
cise 23.23) 222; non-central t-distribution, 
254. 

Whitaker, L., data on deaths of women, 94. 

Whitney, D. R., Wilcoxon test, 493. 

Wicksell, S. D., analytical theory of regression, 
(Exercise 26.2) 312, 348; criterion for 
linearity of regression, 351. 

Widder, D. V., Laplace transform, 190 foot- 
note. 

Wilcoxon, F., two-sample test, 493. 

Wilcoxon test, 493-8; ARE, (Exercises 25.3-4) 
276-7, 495-8; extension to censored 
samples, 527; for a group of outlying 
observations, 530. 

Wilénski, H., confidence limits for the Poisson 
distribution, 118. 

Wilks, S. S., shortest confidence intervals, 115; 
smallest confidence regions, 128; confi- 
dence intervals for upper terminals of 
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rectangular distribution, (Exercise 20.2) 
131; asymptotic distribution of LR statis- 
tic, 231; review of literature of order- 
statistics, 513; tolerance intervals, 519, 
521. 

Williams, C. A., Jr., X* test of fit, 439, 460. 

Williams, E. J., comparison of predictors, 
(Exercise 28.22) 374; scoring methods in 
rxc tables, 568; canonical analysis, (Exer- 
cise 33.13) 586. 

Wishart, J., non-central z? and F distributions, 
229, 253, (Exercise 24.1) 257; moments of 
multiple correlation coefficient, 341, (Exer- 
cises 27.10-11) 344. 

Witting, H., ARE of Wilcoxon test, 498; ARE 
of Sign test, 517. 

Wolfowitz, J., non-existence of ML estimator, 
(Exercise 18.34) 74; tolerance intervals for 
a normal distribution, 118-20; test con- 
sistency, 240, 262; optimum properties of 
LR test for linear hypothesis, 255; con- 
sistency of ML estimators, 384, 387; one- 
sided test of fit, 457; comparison of X* 
and Kolmogorov tests, 460; tests of nor- 
mality, 461; runs test, (Exercise 30.8) 463, 
502; sequential estimation, 615, (Exercise 
34.6) 621. 

Women’s measurements and sizes, data from, 
(Tables 26.1-2) 280-1. 

Woodward, J., truncated normal distribution, 
$25. 

Working, H., confidence region for a regression 
line, 365, 368-9, (Exercise 28.13) 371. 

Wormleighton, R., tolerance regions, 521. 
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32 distribution, see Gamma distribution, Nom- 
central z* distribution. 

X? test of fit, 421-44; partitions of, 449-50; in 
2x2 tables, 549, 555; in rx tables, 556— 
61, (Exercise 33.9) 585; partitions in rx ¢ 
tables, 574-8; dispersion tests, 578-80, 
(Exercises 33.20-2) 588-9; in multi-way 
tables, 580-4, (Exercises 33.7-8) 585; see 
Tests of fit. 


Yates, F., fiducial inference, 154; tests using 
normal scores, 487, 498, 504; data om 
mal-occluded teeth, (Example 33.5) 552 ; 
continuity correction in 2x 2 tables, 555 ; 
scoring in rxec tables, 568, (Exercise 
33.12) 586. 

Yields of wheat and potatoes, data on, (Table 
26.3) 291. 

Young, A. W., standard error of X* in rxc 
tables, 560. 

Yule, G. U., development of correlation theory, 
279; partial correlation notation, 317; 
large-sample distributions of partial co- 
efficients, 333; relations between coeffi- 
cients of different orders, (Exercise 27.1) 
343; data on inoculation, (Example 33.1) 
538; coefficients of association and colliga- 
tion, 539; invariance principle for mea- 
sures of association, 546. 


Zackrisson, U., distribution of ‘ Student’s ” ¢ 
in mixed normal samples, 467. 

Zalokar, J., tables of studentized maximum 
absolute deviate, 528. 


